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WHITE  HOUSE  TRAVEL  OFFICE— DAY  ONE 


TUESDAY,  OCTOBER  24,  1995 

House  of  Representatives, 
Committee  on  Government  Reform  and  Oversight, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  9:13  a.m.,  in  room 
2154,  Rayburn  House  Office  Building,  Hon.  William  F.  Clinger,  Jr. 
(chairman  of  the  committee)  presiding. 

Members  present:  Representatives  Clinger,  Oilman,  Burton, 
Morella,  Schiff,  Ros-Lehtinen,  McHugh,  Horn,  Mica,  Davis, 
Mcintosh,  Fox,  Tate,  Gutknecht,  Souder,  Martini,  Scarborough, 
Shadegg,  Flanagan,  Bass,  LaTourette,  Ehrlich,  Collins  of  Illinois, 
Waxman,  Slaughter,  Kanjorski,  Condit,  Peterson,  Thurman, 
Maloney,  Barrett,  Moran,  Green,  Brewster,  and  Holden, 

Staff  present:  Jim  Clarke,  staff  director;  Judy  Blanchard,  deputy 
staff  director,  Kevin  Sabo,  general  counsel;  Judith  McCoy,  chief 
clerk;  Cheri  Tillett,  assistant  chief  clerk/calendar  clerk;  Cissv 
Mittleman,  professional  staff;  Jonathan  Yates,  associate  counsel; 
Ed  Amorosi,  communication  director;  Timothy  Fitzpatrick,  press 
assistant;  Barbara  Bracher,  chief  investigator;  Barbara  Comstock, 
special  counsel;  Joe  Loughran,  investigator/professional  staff;  David 
Jones,  staff  assistant;  Bud  Myers,  minority  staff  director;  David 
Schooler,  minority  chief  counsel;  Ronald  Stroman,  minority  deputy 
staff  director;  Donald  Goldberg,  minority  assistant  to  counsel;  Ellen 
Rayner,  minority  chief  clerk;  and  Cecelia  Morton,  minority  office 
manager. 

Mr.  Clinger.  The  Committee  on  Government  Reform  and  Over- 
sight will  come  to  order. 

The  committee  is  meeting  today  to  hear  testimony  on  the  firings 
of  the  entire  staff  at  the  White  House  Travel  Office  in  May  1993, 
and  related  events  leading  up  to  their  firings,  the  individuals 
prompting  these  firings,  the  appropriateness  of  the  actions  taken, 
possible  conflicts  or  ethical  violations  that  occurred,  the  subsequent 
investigations  of  these  matters,  and  the  levels  of  candor  and  co- 
operation by  those  involved  in  both  responding  to  the  investigations 
and  conducting  the  investigations. 

The  committee  is  undertaking  this  investigation  in  order  to  fulfill 
its  constitutional  obligations  under  Article  I  to  oversee  executive 
branch  operations.  These  obligations  are  reflected  in  the  authori- 
ties and  responsibilities  set  out  in  Rules  X  and  XI  of  the  House  of 
Representatives. 

In  accordance  with  discussions  and  agreements  with  ranking 
member  Collins,  I  would  now  ask  unanimous  consent  that  the  time 
for  opening  statements  be  limited  to  60  minutes,  with  the  time 
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equally  divided  between  majority  and  minority,  and  that  all  other 
opening  statements  not  delivered  orally  be  included  in  full  in  the 
record,  together  with  supporting  documents  which  members  may 
want  to  include. 

Without  objection,  so  ordered. 

[The  prepared  statements  of  Hon.  Benjamin  A.  Oilman,  Hon. 
John  L.  Mica,  Hon.  Joe  Scarborough,  and  Hon.  Carolyn  B.  Maloney 
follow:] 

Prepared  Statement  of  Hon.  Benjamin  A.  Gilman,  a  Representative  in 
Congress  From  the  State  of  New  York 

Thank  you  Mr.  Chairman.  I  commend  you  for  holding  these  hearings  and  want 
to  thank  each  of  our  witnesses  for  their  participation. 

Mr.  Chairman,  this  inquiry  today  is  important — important  that  the  Congress  and 
this  Conmiittee  in  particular  gain  a  more  comprehensive  understanding  of  the 
events  surrounding  the  firing  of  the  7  employees  in  the  White  House  Travel  Office. 

Some  of  our  colleagues  contend  that  the  Travel  Office  affair  is  insignificant.  On 
the  contrary,  these  matters  are  highly  important  to  those  who  were  fired.  After 
some  9  to  33  years  of  public  service,  including  work  for  both  the  Democratic  and 
Republican  administrations  dating  back  to  the  Kennedy  Administration,  these  Trav- 
el Office  employees  were  fired  under  a  cloud  of  impropriety.  After  these  employees 
were  publicly  dismissed,  and  after  their  reputations  were  publicly  impugned,  no 
wrongdoing  was  found  with  respect  to  the  five  employees  who  were  given  jobs  else- 
where in  the  Executive  Branch  as  well  as  one  employee  who  voluntarily  retired.  We 
owe  it  to  those  individuals  to  investigate  the  circumstances  surrounding  their 
firings. 

The  White  House  conceded  that  the  events  surrounding  the  Travel  Office  war- 
ranted scrutiny  when  Administration  officials  commissioned  their  own  internal 
"White  House  Travel  Office  Management  Review." 

Other  Executive  Branch  agencies  also  recognized  the  need  for  formal  inquiries 
into  these  matters. 

These  Executive  agency  reviews  are  an  obvious  manifestation  that  the  Executive 
branch  believed  that  the  events  surrounding  the  Travel  Office  firings  implicated 
matters  of  public  trust.  The  Congress  endorsed  these  sentiments  in  adopting  a  reso- 
lution directing  a  GAO  inquiry  into  matters  relating  to  the  White  House  Travel  Of- 
fice. 

Omissions  from  the  aforementioned  reports  should  not  be  excused  on  the  grounds 
of  narrow  purview.  They  appear  to  be  the  result  of  less-than-exhaustive  inquiry  and 
investigation.  This  hearing  provides  an  opportunity  to  probe  and  identify  such  weak- 
nesses. 

Moreover,  even  those  studies  that  purport  to  undertake  a  more  integrated  ap- 
proach— specifically  the  GAO  and  White  House  reports — fail  to  answer  a  number  of 
material  questions.  Some  of  these  questions  will  be  addressed  today.  Some  of  these 
questions  may  recjuire  further  hearings.  This  hearing  provides  an  opportunity  to 
probe  the  defects  in  previous  reports  on  matters  relating  to  the  Travel  Office  and 
to  undertake  a  deliberative  analysis  of  the  events  surrounding  the  firings. 

Mr.  Chairman  we  look  forward  to  the  testimony  of  today's  witnesses.  Thank  you, 
Mr.  Chairman. 


Prepared  Statement  of  Hon.  John  L.  Mica,  a  Representative  in  Congress 

From  the  State  of  Flx)rida 

Mr.  Chairman,  thank  you  for  holding  these  hearings  today.  I  appreciate  your  ef- 
forts and  work  to  bring  to  light  the  events  surrounding  the  Clinton  White  House 
Travel  Office  and  the  firing  of  the  employees. 

As  the  chairman  of  the  House  Civil  Service  Subcommittee,  I  have  a  great  interest 
in  the  personnel  aspects  of  this  scandal.  Like  everyone,  I  am  appalled  at  the  shabby 
treatment  long-term  employees  in  the  Travel  Office  received  when  they  were  fired. 
They  were  given  no  notice  and  no  opportunity  to  respond  to  the  charges  of  mis- 
management leveled  against  them.  It  appears  they  were  used  as  pawns  in  a  bungled 
political  patronage  plot.  In  short,  they  did  not  receive  due  process.  As  bad  as  that 
IS,  however,  it  is  even  worse  for  anyone,  let  alone  a  long-term  employee  to  learn  that 
he  has  been  fired  from  a  family  member  who  heard  it  on  television.  That  is  inexcus- 
able. And  it  was  inexcusable  for  the  White  House  to  tarnish  the  reputation  of  each 


and  every  one  of  these  employees.  The  White  House  itself  acknowledges  that  it  had 
no  grounds  for  firing  most  of  these  employees. 

In  addition  to  this  lack  of  due  process,  I  am  deeply  concerned  about  accountability 
in  government.  From  the  documents  I  have  seen,  I  know  there  are  employees  in  the 
White  House  who  have  not  been  held  accountable  for  their  actions.  We  have  a  duty 
to  expose  that  lack  of  accountability.  Finally,  I  am  also  deeply  disturbed  by  possible 
misuse  of  the  FBI  and  IRS  for  political  cover.  If  nothing  else,  this  hearing  must  send 
a  clear  message  to  the  Clinton  White  House  and  future  Aoministrations  that  Con- 
gress wUl  not  tolerate  this  type  of  misuse  and  abuse  of  Federal  employees  and  en- 
forcement agencies. 


Prepared  Statement  of  Hon.  Joe  Scarborough,  a  Representative  in  Congress 

From  the  State  of  Florida 

Mr.  Chairman,  thank  you  for  the  opportunity  to  comment  on  this  committee's  ef- 
forts to  look  at  the  reviews  of  what  happened  at  the  White  House  before  and  after 
the  Travel  Oflice  employees  were  initially  fired.  You  are  to  be  commended  for  the 
professional  manner  m  which  this  committee  has  handled  the  oversight  of  this  mat- 
ter and  I  look  forward  to  hearing  from  the  witnesses  appearing  here  today. 

Mr.  Chairman  there  have  been  serious  concerns  raised  since  the  initial  firings  of 
the  seven  career  employees  of  the  White  House  Travel  Office  in  1993.  As  you  may 
know,  my  district  is  one  of  the  largest  in  terms  of  numbers  of  federal  employees  and 
retirees  so  I  have  a  vested  interest  in  their  well-being.  It  is  dismaying  when  career 
employees  in  the  federal  government  are  subjected  to  politics  and  nepotism.  Our 
system  was  designed  to  prevent  such  incidents  and  we  must  ensure  tnat  we  con- 
tinue to  shelter  tTiese  employees  from  politics.  If  these  employees  were  indeed  guilty 
of  some  kind  of  misconduct  then  I  would  be  the  first  to  aavocate  their  dismissal. 
However,  it  appears  that  most  of  the  employees  in  the  Travel  Office  were  victims 
of  false  allegations  and  five  are  still  working  in  the  federal  government  afler  being 
cleared  of  the  charges.  I  am  aware  of  Mr.  Dale's  situation  and  this  hearing  no  way 
involves  those  allegations  which  are  for  a  court  of  law  to  pursue. 

Though  two  years  have  passed  and  several  reviews  have  been  performed,  a  com- 
plete analysis  of  the  firings  and  White  House  conduct  with  resf)ect  to  these  firings 
nas  yet  to  be  undertaken.  Further,  many  of  the  principles  involved  in  the  firings 
have  since  left  the  White  House  for  various  reasons.  Many  questions  on  this  matter 
remain  unanswered  including:  what  was  the  extent  of  the  FBI  and  IRS  involvement: 
were  White  House  officials  actually  reprimanded;  what  was  Mr.  Thomason's  role  in 
the  White  House;  and  was  the  White  House  cooperative  in  the  subsequent  reviews. 
I  look  forward  to  hearing  from  the  various  witnesses  today  and  I  hope  that  many 
of  these  questions  will  be  answered.  Mr.  Chairman,  I  would  also  like  to  commend 
you  for  your  persistence  in  pursuing  hearings  on  this  important  matter. 


Prepared  Statement  of  Hon.  Carolyn  B.  Maloney,  a  Representative  in 
Congress  From  the  State  of  New  York 

Mr.  Chairman,  I  have  some  very  serious  concerns  with  this  hearing.  First,  this 
hearing  seems  to  have  a  blatantly  political  motive,  like  so  many  other  Republican 
hearings.  The  line-up  includes:  26  days  of  hearing  on  Whitewater;  20  days  on  Waco; 
8  days  on  Ruby  Ridge.  Today  we  begin  a  hearing  on  the  White  House  Travel  office. 
These  hearings  have  been  held  in  a  clear  attempt  to  embarrass  a  Democratic  admin- 
istration. 

When  the  Republicans  will  spend  weeks  on  issues  of  past  history,  the  one  day  of 
hearings  on  a  present  and  future  issue  of  incredible  importance — Medicare — is  a 
travesty.  I  would  say  that  the  Republican  priorities  are  dangerously  out  of  line  with 
reality. 

Everyone  agrees  that  the  Clinton  administration,  in  the  first  months  of  its  tenure, 
handled  this  incident  ineptly.  There  have  been  no  less  than  5  detailed  reports  on 
various  aspects  of  the  White  House  Travel  office  incident:  an  80  page  internal  man- 
agement review  conducted  by  the  White  House;  a  94  page  report  to  Congress  from 
the  General  Accounting  Office;  a  review  of  FBI  contacts  with  the  White  House;  a 
report  of  the  Justice  Department's  office  of  Professional  Responsibility;  and  an  IRS 
report.  All  inquiries  reached  the  same  conclusion — that  the  Clinton  adminstration 
did  nothing  illegal. 

At  best  this  hearing  is  a  waste  of  time.  At  its  worst  it  stands  to  interfere  with 
the  legal  system  of  the  United  States.  The  trial  of  Billy  Ray  Dale  for  embezzlement 
is  scheduled  to  begin  in  two  short  days.  Both  Attorney  General  Reno  and  Ranking 
Member  Collins  have  asked  Chairman  Clinger  to  postpone  this  hearing. 


We  also  cannot  ignore  the  serious  conflict  of  interest  questions.  The  lead  inves- 
tigator for  the  Committee  in  this  matter,  and  the  Republican  investigator  during  the 
last  Congress,  is  Mr.  Phil  Larsen — a  man  who  knows  Billy  Ray  Dale  well  and  was 
his  direct  superior  in  the  Bush  White  House.  This  relationship  certainly  creates  the 
appearance  of  a  conflict  of  interest  for  the  Majority's  lead  investigator.  Unfortu- 
nately, nothing  seems  to  temper  the  Republican  drive  for  politically  motivated  hear- 
ings. 

Mr.  Chairman,  this  week  we  will  be  debating  Budget  Reconciliation,  perhaps  the 
most  important  single  bill  of  this  Congress,  with  its  sweeping  changes  to  Medicare, 
Medicaid  and  a  host  of  other  programs  vital  to  all  of  our  constituents.  Frankly,  I 
resent  the  fact  that  I  am  being  forced  to  waste  time  on  a  political  witch  hunt  at 
this  crucial  juncture. 

Thank  you  Mr.  Chairman. 

Mr.  Clinger.  The  committee's  Travel  Office  investigation  will 
prove  instructive  to  the  Congress  on  legislative  and  oversight 
fronts.  The  Travel  Office  matter  is  a  case  study  in  how  the  abuse 
of  power  by  those  with  political  access  can  cause  great  harm  to  in- 
nocent individuals  and  the  public  trust,  and  in  the  hypocrisy  of 
those  who  impose  one  set  of  rules  on  government  employees  and 
a  very  different  set  on  political  appointees  and  friends,  and  finally 
in  how  the  White  House,  any  White  House,  should  not  respond  to 
an  investigation. 

Sadly,  the  Travel  Office  matter  reflects  yet  again  a  disturbing 
pattern  of  White  House  resistance  to  appropriate  oversight,  man- 
dated in  law  by  a  Democratic  Congress  or  requested  by  the  Presi- 
dent's own  Deputy  Attorney  General.  Too  often,  administration  at- 
torneys responded  to  investigations  like  private  defense  attorneys, 
rather  than  public  servants  charged  with  preserving  our  trust  with 
the  highest  office  in  the  land.  Triis  pattern  was  established  when 
former  counsel  Bernard  Nussbaum  apparently  secreted  away  the 
Vince  Foster  Travel  Office  file,  which  eluded  investigators  in  the 
public  until  this  year.  Mr.  Nussbaum  justifies  his  actions  by  stat- 
ing, quote,  if  this  were  IBM,  a  smart  lawyer  would  have  removed 
the  documents  before  the  subpoena  ever  got  here,  close  quote.  Mr. 
Nussbaum  too  often  created  problems  where  none  may  have  ex- 
isted, and  he  and  his  successors  have  exacerbated  real  problems  by 
playing  hide  and  seek  with  documents. 

Most  importantly,  from  my  point  of  view,  this  inquiry  will  also 
illustrate  pitfalls  confronting  investigators,  exercising  appropriate 
White  House  oversight,  especially  when  both  the  executive  branch 
and  the  legislative  branch  are  controlled  by  the  same  political 
party,  as  was  the  case  from  1993  until  January  of  this  year.  Unlike 
all  other  Federal  agencies,  the  White  House  has  no  Inspector  Gen- 
eral. Yet  since  Watergate,  Congress  recognized  the  need  for  con- 
gressional oversight  of  the  White  House.  The  highest  office  in  the 
land  cannot  be  held  to  a  lower  level  of  accountability.  So  in  the 
103d  Congress,  I  led  efforts  to  create  an  Office  of  Inspector  General 
for  the  White  House. 

While  there  are  obviously  particular  needs  and  sensitive  concerns 
unique  to  investigating  the  White  House,  it  is  essential  for  the  pub- 
lic trust  to  have  independent  evaluations  of  allegations  of  ethical, 
financial  or  criminal  wrongdoing.  The  legislation  which  I  supported 
recognized  the  need  to  insulate  Presidential  policymaking  delibera- 
tions and  decisions  from  premature  scrutiny,  but  afforded  the  right 
of  Congress  to  conduct  oversight  of  the  administrative  functions  of 
the  White  House.  As  the  primary  oversight  committee  in  Congress, 


this  committee  oversees  the  operations  of  all  government  agencies, 
including  the  GAO,  IRS,  FBI,  and  the  Justice  Department.  This  in- 
cludes the  White  House  and  Executive  Office  of  the  President.  Its 
necessary  and  proper  role  is  to  evaluate  how  White  House  appro- 
priations are  spent,  how  White  House  personnel  adhere  to  govem- 
mentwide  standards  of  conduct,  and  how  the  White  House  responds 
to  allegations  of  possible  wrongdoing.  In  the  Travel  Office  matter, 
the  White  House  itself  acknowledged  limited  appearances  of  wrong- 
doing. 

When  the  White  House  fails  to  fully  comply  with  investigations 
mandated  by  Congress  or  senior  Justice  Department  officials  and 
the  oversight  role  critical  to  our  system  of  checks  and  balances  is 
compromised,  it  is  incumbent  upon  this  committee  to  assert  its  ju- 
risdiction. Interestingly,  many  of  the  issues  we  will  address  were 
identified  Iw  Deputy  Counsel  Vince  Foster  in  the  Travel  Office  file 
the  White  House  only  recently  disclosed.  And  these  issues  remain 
unresolved. 

As  the  witnesses  here  today  will  testify,  providing  oversight  of 
1600  Pennsylvania  Avenue  entails  unique  challenges.  More  tnan  2 
years  ago,  I  requested  Travel  Office  hearings  after  the  White 
House's  investigation  was  led  by  the  Chief  of  Staff,  who  had  ap- 
proved the  firings.  And  The  New  York  Times  characterized  the 
White  House  management  review  as  a,  quote,  Stealthy,  evasive 
confession,  replete  with  the  "mistakes  were  made"  format  of  White 
House  dodges  of  the  past,  close  quote.  Documents  disclosed  today 
will  reaffirm  that  evaluation. 

That  is  why  I  supported  the  July  1993  House  Resolution  of  In- 
quiry calling  on  the  White  House  to  provide  Congress  documents 
relevant  to  the  issue.  Ironically,  among  those  who  moved  to  side- 
track the  resolution,  then  Judiciary  Committee  Chairman  Brooks, 
acknowledged,  and  I  quote,  The  appropriate  time  to  assess  whether 
additional  congressional  oversight  is  indicated  is  after  the  ongoing 
independent  reviews  are  completed,  close  quote. 

In  fact,  the  August  15,  1993  Washington  Post  reported  that,  ac- 
cording to  a  committee  aide,  then-Chairman  Brooks  had  told  White 
House  Chief  of  Staff  Mack  McLarty  he  needed  an  independent  re- 
view of  the  Travel  Office  matter  and  questioned  whether  the  White 
House  reprimands  were  commensurate  with  what  was  needed.  In 
a  July  13,  1993  letter  to  Chairman  Brooks,  President  Clinton 
pledged  that  the  Attorney  General  would  have  the  administra- 
tion's, quote,  full  cooperation,  close  quote.  Unfortunately,  that  was 
not  to  be  the  case. 

In  September  1993,  I  actually  withdrew  my  initial  request  for 
hearings  in  consideration  of  the  ongoing  GAO  and  OPR  investiga- 
tions, which  I  hoped  would  definitely  dispose  of  the  matter.  How- 
ever, our  review  of  the  GAO  report  and  its  work  papers  revealed 
GAO  failed  to  consider  significant  findings  of  its  own  investigators 
and  failed  to  follow  up  obvious  discrepancies  and  omissions.  In  fair- 
ness, it  must  be  noted  that  GAO  was  denied  access  to  documents 
and  witnesses  which  it  deemed  relevant  and  important  to  its  inves- 
tigation. Then-Chairman  Conyers  wrote  me  last  year,  quote,  You 
have  raised  serious  questions  about  GAO's  report  to  Congress,  close 
quote,  and  asked  that  GAO  provide  a  detailed  response  to  my  let- 
ter. But  hearings  were  never  held  during  the  103d  Congress.  So 


when  I  became  chairman,  I  committed  to  get  the  facts  out  once  and 
for  all. 

Let  me  say  I  think  it  is  highly  unlikely  that  we  would  be  sitting 
here  today  if  Republicans  were  still  the  minority  party  in  the 
House  of  Representatives.  Had  I  been  a  Democrat  during  the  last 
2  years,  I  would  also  likely  have  resisted  the  holding  of  hearings 
which  promised  to  embarrass  the  White  House,  just  as  I  am  sure 
that  Republicans  were  reluctant  to  hold  hearings  on  matters  such 
as  Watergate  when  the  White  House  was  in  Republican  hands.  The 
difference,  of  course,  was  that  as  the  minority  party  in  Congress, 
we  could  not  forestall  hearings  had  we  wanted  to,  and  the  fact  that 
we  have  been  unable  to  hold  hearings  on  this  matter  until  now  con- 
vinces me  that  we  should  adopt  a  change  in  the  House  rules  which 
we  Republicans  have  long  promoted. 

Very  simply,  the  rule  would  provide  that  where  the  White  House 
is  controlled  by  one  party  and  the  Congress  by  the  same  party,  that 
the  principal  oversight  committees  in  the  House  and  Senate  be  con- 
trolled by  the  minority  party.  Had  such  a  rule  been  in  effect  in  the 
last  Congress,  hearings  on  the  White  House  Travel  Office  would 
have  long  since  been  concluded.  At  the  very  least,  where  both  the 
executive  and  legislative  branches  are  under  one  party  control,  the 
minority  should  be  afforded  the  power  to  issue  subpoenas  without 
the  concurrence  of  the  majority. 

On  May  19,  1993,  all  seven  White  House  Travel  Office  employees 
were  fired  abruptly.  White  House  statements  that  day  indicated 
the  firings  followed  an  audit  performed  pursuant  to  Vice  President 
Gore's  National  Performance  Review  which  uncovered,  quote,  abys- 
mal mismanagement  and  shoddy  accounting  practices,  close  quote. 
Spokesperson  Dee  Dee  Myers  added  that  the  FBI  was  investigating 
possible  criminal  violations  by  the  fired  employees.  The  employees 
themselves  first  heard  those  allegations  on  television  while  packing 
their  personal  belongings  to  leave  the  White  House. 

Almost  a  week  before,  on  May  13,  1993,  Associate  White  House 
Counsel  Bill  Kennedy  had  summoned  the  FBI  because  those  at, 
quote,  the  highest  level  in  the  White  House,  close  quote,  wanted 
prompt  action  on  a  matter  allegedly  involving  possible  financial 
wrongdoing  in  a  White  House  office.  The  FBI  dispatched  two  sets 
of  agents  to  figure  out  the  jurisdictional  issues. 

The  first  two  agents  tried  to  tell  their  superiors  they  weren't  the 
right  guys  for  the  job  and  recommended  sending  a  field  agent,  as 
would  normally  occur.  But  nothing  about  this  case  would  take  the 
normal  course.  Kennedy  was  adamant  that  someone  from  head- 
quarters with  a  national  perspective  be  involved  and  the  FBI  ob- 
tained senior  FBI  approval  to  accommodate  him.  The  acting  Chief 
of  the  Violent  Crimes  and  Major  Offender  section  was  sent  to,  of 
all  places,  the  White  House  Travel  Office. 

The  second  set  of  FBI  agents  met  with  Presidential  cousin  Cath- 
erine Cornelius,  who  had  been  dispatched  by  David  Watkins  to  the 
Travel  Office,  where  she  copied  and  removed  some  documents.  Ms. 
Cornelius'  own  meetings  with  Mr.  Thomason  had  generated  an 
awareness  of  kickback  allegations  which  she  embroidered  with 
claims  that  Travel  Office  employees  led  high-flying  lifestyles.  Her 
allegations  provided  predication  for  the  FBI  investigation. 


Suddenly,  the  Counsel's  office  shifted  gears,  telling  the  agents 
the  White  House  would  conduct  an  outside  audit  first  and  allow  the 
FBI  to  investigate  if  warranted.  The  FBI  insisted  it  should  be 
present  at  the  audit,  but  Mr.  Foster  and  Mr,  Kennedy  said  no.  The 
FBI  acquiesced.  An  FBI  E-mail  to  Larry  Potts,  then  head  of  the 
Criminal  Division  at  the  FBI,  at  7:40  p.m.  that  evening,  reads, 
quote.  On  several  occasions  Mr.  Foster  expressed  his  sincere  appre- 
ciation for  the  help  rendered  by  the  FBI,  close  quote.  At  the  time, 
Mr.  Potts  was  under  scrutiny  for  his  role  in  Ruby  Ridge  and  former 
FBI  Director  Sessions  was  fighting  to  keep  his  job.  This  was  a  dif- 
ficult time  for  the  Bureau,  and  while  FBI  agents  maintain  the 
White  House  did  not  intimidate  them,  their  departures  from  stand- 
ard procedure  suggest  more  subtle  pressure  may  have  been  in  play. 
Why  were  more  than  two  dozen  FBI  employees  involved  in  a  mat- 
ter which  should  have  been  a  job  for  a  field  agent? 

Meanwhile,  the  White  House  brought  in  an  independent  auditor 
which  was  neither  independent  nor  an  auditor.  Inexplicably,  the 
White  House  retained  the  management  consulting,  not  the  public 
accounting,  arm  of  KPMG  Peat  Marwick.  And  as  Peat  Marwick 
documents  make  clear,  the  White  House  directed  its  efforts  in  the 
Travel  Office. 

On  Monday,  May  17,  Watkins  wrote  a  memo  to  Chief  of  Staff 
Mack  McLarty  regarding  the  firings  and  copied  the  memo  to  the 
First  Lady.  Tne  memo  was  faxed  to  Director  of  Media  Affairs  Jeff 
Eller.  At  the  time,  Mr.  Eller  was  traveling  with  the  President, 
Bruce  Lindsey,  and  two  of  the  Travel  Office  staffers,  among  others 
in  California.  Mr.  Eller  told  Mr.  Podesta  he  shared  the  memo  with 
Bruce  Lindsey,  who  in  turn  told  Mr.  Podesta  he  discussed  the 
memo  with  the  President.  Neither  of  these  accounts  was  included 
in  the  White  House  management  review,  and  Mr.  Eller  said  he  de- 
stroyed all  his  Travel  Office  documents  shortly  afler  the  matter 
broke  in  the  press. 

While  the  FBI  awaited  the  Peat  Marwick  report,  the  White 
House  decided  to  fire  the  Travel  Office  employees  on  Wednesday, 
May  19,  1993.  The  FBI  said  that  this  would  harm  the  investigation 
that  it  had  initiated  on  May  14.  The  White  House  ignored  its  con- 
cerns and  neither  the  FBI  nor  the  Justice  Department  ever  subse- 
quently complained  of  this  action. 

When  word  of  the  firings  reached  Justice,  its  Criminal  Division 
drafted  an  "urgent  memo,  noting  the  FBI  was  involved  due  to  the 
"kickbacks"  allegation.  Justice's  role  in  initiating  or  confirming  the 
investigation  never  was  independently  considered  anywhere. 

Peat  Marwick's  report  was  unavailable  when  the  White  House 
announced  the  firings  on  May  19.  In  fact,  it  was  not  even  written 
yet.  As  a  result,  its  author.  Peat  Marwick  partner  Larry  Herman, 
was  called  into  a  meeting  with  George  Stephanopoulos,  Dee  Dee 
Myers,  Vince  Foster,  Bill  Kennedy,  Ricki  Seidman  and  Harry 
Thomason,  and  gpreeted  with  the  question,  quote,  Where  the  hell  is 
the  report?,  close  quote.  The  White  House  had  no  more  than  a  few 
pages  of  draft  material  at  the  time  it  announced  the  firings  it  said 
were  based  on  Peat  Marwick's  report.  The  press  repeatedly  asked 
for  the  report  in  the  May  19  press  conference,  leaving  the  White 
House  with  a  difficult  political  situation,  from  which  only  its  so- 
called  "independent  auditor"  and  the  FBI  could  extricate  it. 
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In  other  words,  while  claiming  it  had  "predication"  for  an  inves- 
tigation on  May  14,  the  FBI  allowed  the  White  House  to  call  the 
shots  on  its  investigation  for  well  over  a  week.  In  a  previously  un- 
disclosed phone  conversation  between  White  House  Counsel  Mr. 
Nussbaum  and  Deputy  Attorney  General  Phil  Heymann  on  the 
morning  of  Friday,  May  21,  Mr.  Nussbaum  asked  Heymann  if  the 
White  House  could  announce  there  was  an  investigation,  Nuss- 
baum later  claimed  George  Stephanopoulos  had  pressed  him  to 
take  action.  Nussbaum  also  said  FBI  Deputy  Director  Floyd  Clarke 
happened  to  be  in  Heymann's  office  when  Heymann  gave  the  go- 
ahead  to  announce  an  investigation.  As  a  field  agent  wno  had  been 
brought  in  and  briefed  at  the  time  told  OPR  investigators,  the 
White  House  called  the  shots  in  the  Travel  Office  investigation, 
and  FBI  dealings  with  the  White  House  were,  quote,  deferential, 
close  quote.  The  FBI  did  not  receive  the  Peat  Marwick  report  until 
7:30  p.m.,  on  Friday,  May  21,  long  after  the  report  had  been  re- 
leased to  the  press. 

Both  the  President  and  First  Lady  were  informed  of  the  Travel 
Office  matter  prior  to  the  May  19  firings.  Harry  Thomason,  Vince 
Foster  and  David  Watkins  appeared  to  advise  the  First  Lady  about 
Travel  Office  developments.  Harry  Thomason  worked  at  the  White 
House  late  into  the  night  on  May  13,  and  Mr.  Foster's  Travel  Office 
file  indicates  the  First  Lady  received  updates  from  Foster  and  Wat- 
kins  that  evening. 

Mr.  Thomason  returned  to  the  White  House  early  the  next  day, 
May  14,  which  is  the  day  that  the  Peat  Marwick  team  arrived,  and 
stayed  there  throughout  the  weekend.  One  witness  from  World 
Wide  Travel,  Ms.  Fan  Dozier,  told  Mr.  Podesta  she  ran  into  Harry 
Thomason  on  Sunday,  May  16,  and  Thomason  said  to  her,  quote. 
You  mean  you  are  not  up  there  working?  [in  the  Travel  Office], 
close  quote,  and  added  that  he  would  call  the  First  Lady  and  she 
would  be  very  upset  to  hear  that  World  Wide  Travel  was  not  al- 
ready in  place. 

Mr.  Thomason  claimed  to  have  heard  from  friends  in  the  air 
charter  industry  that  the  Travel  Office  employees  were  accepting, 
quote,  kickbacks,  close  quote.  Mr.  Thomason  also  told  Watkins, 
Deputy  Counsel  Vince  Foster  and  others  at  the  White  House  that 
firing  the  employees  would  be  a  "good  story."  He  told  another 
White  House  employee,  Jennifer  O'Connor,  quote.  These  guys  are 
ripping  us  off,  they're  bastards;  it  is  a  great  press  story.  Bill  Clin- 
ton cleaning  house,  close  quote.  Ms.  O'Connor  asked  Harry 
Thomason  if  he  had  any  evidence.  He  said  he  did.  Steve  Davison 
of  World  Wide  Travel  told  Mr.  Podesta  that  he  had  heard  Mr. 
Thomason  had  hired  a  private  investigator  to  check  out  the  Travel 
Office. 

As  the  press  quickly  revealed,  Ms.  Cornelius  and  Harry 
Thomason  were  the  primary  sources  of  the  rumors  and  allegations 
that  led  to  the  firings  and  set  this  "stage"  in  motion.  Despite  the 
President's  claims  there  were  rumors  everywhere,  all  the  rumors 
appeared  to  have  originated  with  Harry  Thomason.  As  we  will 
learn  today.  Presidential  friend  Harry  Thomason  was  involved  in 
a  number  of  other  activities  at  the  White  House,  which  I  believe 
will  require  subsequent  examination. 


Thomason  spoke  with  President  Clinton  and  the  President's  per- 
sonal adviser  and  current  Deputy  Counsel  Bruce  Lindsey  about  ob- 
taining their  assistance  in  his  effort  to  win  a  sole  source  govern- 
ment contract  at  GSA  to  audit  the  entire  Federal  civilian  aircraft 
fleet  and  "revitalize"  the  aircraft  industry.  Apparently  Mr,  Martens 
was  working  out  some  kind  of  arrangement  to  consult  for  the  Inter- 
agency Committee  on  Aviation  Policy,  ICAP,  to  do  this  audit.  Mr. 
Martens,  with  his  own  privileged  White  House  access,  secured  as- 
sistance from  0MB  and  GSA  to  get  his  proposal  rolling.  While  the 
White  House  claims  it  pulled  the  plug  on  the  scheme  late  in  the 
summer  of  1993,  one  has  to  wonder  whether  this  occurred  because 
ongoing  investigations  threatened  to  expose  it.  As  it  was,  none  of 
these  documents  was  ever  turned  over  to  GAO  despite  its  requests 
for  documents  relating  to  Mr.  Thomason  and  Mr.  Martens. 

Having  just  finished  the  major  procurement  bill,  a  major  procure- 
ment, I  find  this  behavior  particularly  offensive  while  rules  govern- 
ing government  contracting  are  more  burdensome  than  necessary, 
we  all  must  follow  the  rules,  even  those  of  us  with  access.  The  proc- 
ess by  which  Mr.  Martens  sought  to  obtain  this  business  from  GSA 
certainly  warrants  further  review.  Would  the  process  he  suggested 
have  avoided  conflict  of  interest  issues?  Would  he  and  his  partner, 
Harry  Thomason,  have  stood  to  benefit  from  the  changes  he  pro- 
posed? 

Quote,  Put  me  in  front  of  the  right  person  at  the  White  House, 
and  I  will  prove  the  value  of  both  the  project  and  Thomason's  capa- 
bilities, close  quote,  Darnell  Martens  wrote  his  TRM  business  part- 
ner, Harry  Thomason  while  touting  his  loyalty  to  the  administra- 
tion. Subsequent  memos  spoke  of  "a  memo  to  Harry  Thomason 
which  was  presented  to  and  discussed  with  the  President  in  mid- 
February,"  and  a  request  indicating  the  President  needed  to,  quote, 
issue  an  Executive  order,  close  quote,  and,  quote,  enter  into  a  con- 
sulting agreement  with  TRM,  close  quote,  to  get  this  project  going. 

Mr.  Thomason  said  at  the  time,  "I  do  find  it  surprising  tnat  a 
person  who  was  as  instrumental  as  I  was  in  the  Clinton  campaign 
cannot  pick  up  a  phone  in  the  White  House  and  ask  for  information 
for  people."  Mr.  Thomason's  blatant  inconsistency  in  seeking  a  sole 
source  aviation  contract  for  his  own  business  partner  while  alleging 
that  the  Travel  Office  employees'  failure  to  competitively  bid  press 
charters  proved  that  they  were  "on  the  take"  is,  frankly,  astound- 
ing. The  President  read  right  from  the  Thomason  script  when  he 
too  said  the  firings  were  undertaken  to  promote,  quote,  competitive 
bidding,  close  quote. 

The  White  House  and  Mr.  Thomason  disregarded  inherent  con- 
flicts in  Thomason's  far-ranging  role  while  the  White  House  man- 
agement review  disingenuously  claimed  Thomason  was  only  at  the 
wnite  House  working  on  the  "staging"  of  Presidential  events.  Mr. 
Thomason  was  meeting  on  several  other  matters,  as  we  will  learn 
today. 

Catherine  Cornelius,  the  President's  25-year-old  cousin,  was, 
quote,  selected,  close  quote,  to  replace  the  veteran  Travel  Office 
employees  whose  tenures  spanned  between  9  and  33  years  in  that 
office.  She  brought  in  World  Wide  Travel  agency  from  Little  Rock, 
AR,  without  a  competitive  bid.  However,  the  press  uproar  which 
followed  the  firings  caused  World  Wide  Travel  itself  to  withdraw 
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before  the  White  House  completed  its  sole  source  process.  Yet  be- 
fore it  left  the  White  House,  World  Wide  was  told,  "We  will  do  any- 
thing if  you  will  stay."  World  Wide  Travel  told  the  White  House  to 
give  it  back  the  fired  Travel  Office  workers. 

The  press  seized  upon  leaked  memos  indicating  that  Cornelius 
had  proposed  early  on  in  the  administration  that  she  be  placed  in 
charge  of  the  White  House  Travel  Office  and  resume  the  role  she 
had  in  the  Clinton  campaign.  Senior  administration  officials  David 
Watkins  and  Patsy  Thomasson  asked  her  to  say  Watkins  never 
read  it. 

Thomason  partner  Darnell  Martens,  who  appeared  at  the  White 
House  with  a  White  House  employee  pass  on  May  12,  pitched  in 
and  summoned  Penny  Sample,  president  of  Air  Advantage,  without 
a  competitive  bid.  Ms.  Sample  also  had  worked  on  travel  on  the 
Clinton-Gore  campaign.  She  immediately  came  to  the  White  House 
to  assist  with  press  travel  arrangements.  Furthermore,  when  Ms. 
Sample  received  what  were  touted  as  "erroneous  commissions,"  se- 
rious questions  about  the  propriety  of  her  actions,  raised  within  the 
White  House  itself,  were  never  addressed.  No  one  called  the  FBI 
concerning  the  suspicions  they  had  about  their  actions. 

On  May  21,  just  2  days  after  the  firings,  when  World  Wide  Trav- 
el decided  to  leave  the  White  House,  senior  administration  official 
Patsy  Thomasson  held  a  closed  door  meeting  with  American  Ex- 
press. Ms.  Thomasson  brought  in  Secret  Service  agents  to  guard 
the  door  during  this  meeting.  Later  that  day,  George 
Stephanopoulos  announced  in  a  press  conference  that  American 
Express  would  be  brought  into  the  White  House,  but  the  White 
House  subsequently  backed  away  from  his  remarks,  claiming  in- 
stead it  was  putting  the  contract  out  to  bid.  But  did  the  other  two 
companies  participating  in  the  alleged  "competitive  bid"  have  the 
benefit  of  a  closed  door  meeting  with  Ms.  Thomasson? 

May  21  was  also  the  day  the  IRS  came  to  Smyrna,  TN,  descend- 
ing on  the  offices  of  UltrAir,  a  small  company  that  had  provided 
most  of  the  Travel  Office's  domestic  press  charter  services.  And 
UltrAir  was  the  firm  Harry  Thomason  ensnared  in  his  kickback  al- 
legations. It  took  the  IRS  2  years  to  clear  UltrAir  of  wrongdoing, 
and  no  additional  tax  liability  was  found. 

For  more  than  2  years,  I  have  sought  information  and  documents 
concerning  the  White  House  Travel  Office  matter.  Many  of  the 
White  House  documents  that  have  been  produced  were  received 
only  after  I  announced  this  hearing.  More  than  300  pages  of  White 
House  documents  remain  in  White  House  custody,  yet  to  be  re- 
viewed by  the  committee  in  any  form  until  recently — too  recently, 
unfortunately,  to  enable  to  us  evaluate  their  importance  or  rel- 
evance prior  to  this  hearing.  The  delay  in  receiving  documents  has 
in  turn  delayed  our  ability  to  interview  the  witnesses. 

Though  the  passage  of  time  can  cloud  memory,  the  unusually 
hfizy  recollection  of  those  we  have  interviewed  make  documents  es- 
sential if  we  are  to  proceed.  The  documents  we  are  only  now  receiv- 
ing include  many  the  White  House  withheld  from  other  investiga- 
tors. In  the  case  of  GAO,  Mr.  Podesta  described  more  than  400 
pages  of  notes  and  more  than  300  pages  of  drafts  and  chronologies 
as,  quote,  a  thimbleful  of  notes,  close  quote.  GAO  counsel  has  told 
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this  committee  that  in  his  opinion  Mr.  Podesta  and  Associate  Coun- 
sel Neil  Eggleston  lied  to  the  GAO. 

In  short,  we  need  to  conduct  this  review  because  serious  ques- 
tions remain: 

Why  did  the  White  House  resist  these  reviews? 

Why  did  the  White  House  ignore  significant  information  uncov- 
ered by  its  own  management  review  concerning  misconduct  by  sen- 
ior White  House  officials  who  asked  subordinates  to  lie  about 
events  involved  in  this  matter? 

What  other  activities  was  Harry  Thomason  involved  in  at  the 
White  House,  and  why  weren't  they  reported? 

Why  did  the  same  people  who  criticized  the  White  House  Travel 
Office  employees  for  failing  to  competitively  bid  press  charters  try 
to  maneuver  a  series  of  sole-source  contracts  benefiting  a  tight  cir- 
cle of  political  friends? 

And  why  didn't  the  White  House  provide  critical  documents  to  in- 
vestigators, and  why  did  they  impose  such  restrictive  and  burden- 
some requirements  on  investigators? 

Did  Harry  Thomason,  Darnell  Martens,  Catherine  Cornelius, 
Bruce  Lindsey,  and  others  at  the  White  House  have  conflicts  of  in- 
terest related  to  these  events? 

How  did  the  IRS  come  to  investigate  UltrAir,  which  already  had 
cooperated  voluntarily  with  the  IRS  on  a  separate  tax  issue? 

Were  Harry  Thomason  and/or  Darnell  Martens  special  Govern- 
ment employees? 

Did  any  White  House  officials  violate  standards  of  conduct?  If  so, 
what?  who? 

If  senior  White  House  officials  will  bend  the  rules  over  so  seem- 
ingly inconsequential  an  issue  as  this  and  then  spend  2  years  keep- 
ing the  true  story  from  coming  out,  what  lengths  might  they  go  to, 
to  frustrate  oversight  of  areas  of  far  more  serious  consequence/ 

After  five  reviews,  these  and  other  significant  issues  remain 
unaddressed.  Key  witnesses  either  could  not  or  would  not  cooperate 
in  the  past.  The  fired  Travel  Office  employees,  some  of  whom  are 
in  the  audience  today,  were  not  heard  from  in  a  single  investiga- 
tion. 

The  committee  has  interviewed  the  six  employees  who  have  been 
exonerated  of  any  wrongdoing.  Their  story  deserves  to  be  told.  They 
deserve  a  forum  to  redeem  their  good  names. 

Harry  Thomason,  the  producer/director  of  the  White  House  Trav- 
el Office  fiasco,  refused  to  cooperate  fully  with  investigators,  includ- 
ing the  White  House.  Bob  Bennett,  attorney  for  Harry  Thomason 
as  well  as  the  President,  has  informed  this  committee  that  Harry 
Thomason  will  not  voluntarily  comply  with  any  of  our  document  re- 
quests, or  requests  for  an  informal  interview. 

Finally,  let  me  note  that  today's  hearing  is  not  at  all  about  the 
pending  criminal  case  against  the  former  director  of  the  Travel  Of- 
fice. In  April  of  this  year,  I  initiated  contact  with  the  Justice  De- 
partment before  beginning  the  committee's  inquiry  into  the  White 
House  Travel  Office  matter,  and  I  assured  the  Department  my  in- 
quiry would  not  impinge  upon  the  criminal  case. 

Since  the  Justice  Department  already  had  cooperated  with  other 
investigations  conducted  by  the  White  House  and  GAO,  it  concerns 
me  that  the  Department  sought  to  warn  Congress  alone  off  this 
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matter.  I  am  aware  of  no  such  written  warnings  made  by  the  De- 
partment when  the  White  House  fired  the  Travel  Office  employees 
over  the  objections  of  the  FBI  agents,  and  I  am  aware  of  no  such 
written  warnings  to  the  White  House  when  it  undertook  its  White 
House  management  review  and  was  allowed  to  interview  key  wit- 
nesses, FBI  agents,  and  senior  Justice  officials  involved  in  the  m.at- 
ter,  often  prior  to  their  respective  interviews  by  Public  Integrity 
prosecutors  charged  with  undertaking  the  criminal  investigation. 

Despite  having  obtained  some  disturbing  information,  this  com- 
mittee scrupulously  has  avoided  anything  that  may  impinge  on  the 
upcoming  criminal  case.  The  committee  has  received  no  documents 
from  the  Public  Integrity  Section  concerning  that  case  and  very 
likely  has  much  less  information  than  the  White  House  ever  had 
about  it. 

The  committee  has  not  interviewed  the  agent  involved,  even 
though  the  White  House,  the  FBI,  and  Justice  Department  did  so 
in  their  respective  inquiries.  The  safeguards  we  have  operated 
under  in  this  investigation  far  surpass  those  of  the  White  House 
or  other  investigations. 

So  any  suggestion  that  this  hearing  could  result  in  tainting  the 
jury  pool  due  to  exposure  to  media  reports  should  be  put  in  the 
context  of  the  many  successful  jury  selections  here  in  Washington, 
DC,  in  cases  such  as  the  Ollie  North  trial,  the  Marion  Barry  trial, 
Abscam  trial,  all  of  the  Watergate  trials,  and  the  everyday  criminal 
matters  that  receive  media  attention  on  a  regular  basis. 

The  committee's  investigation  will  be  the  first  truly  independent 
and  open  investigation  of  the  entire  Travel  Office  matter  and  the 
ensuing  reports  and  investigations.  Serious  questions  will  be 
raised,  questions  which  I  believe  merit  further  investigation,  re- 
view, and  resolution  by  this  committee,  and  I  hope  we  can  resolve 
these  issues  in  a  thoughtful  manner  with  an  eye  toward  improved 
procedures  in  the  future. 

[The  prepared  statement  of  Hon.  William  F.  dinger,  Jr.  follows:] 

Prepared  Statement  of  Hon.  William  F.  Cunger,  Jr.,  a  Representative  in 
Congress  From  the  State  of  Pennsylvania 

The  Committee  will  come  to  order. 

Good  morning.  The  Committee  is  meeting  today  to  hear  testimony  on  the  firings 
of  the  entire  staff  of  the  White  House  Travel  Office  in  May  19S3,  the  related  events 
leading  up  to  their  firings,  the  individuals  prompting  these  firings,  the  appropriate- 
ness of  actions  taken,  possible  confiicts  or  ethical  violations  that  occurred,  the  subse- 
quent investigations  of  these  matters  and  the  levels  of  candor  and  cooperation  by 
uiose  involved  in  both  responding  to  the  investigations  and  conducting  the  inves- 
tigations. 

The  Conmiittee  is  undertaking  this  investigation  in  order  to  fulfill  its  Constitu- 
tional obligations  under  Article  I  to  oversee  Executive  Branch  operations.  These  ob- 
ligations are  reflected  in  the  authorities  and  responsibilities  set  out  in  Rules  X  and 
XI  of  the  House  of  Representatives.  In  accordance  with  discussions  with  Ranking 
Member  Collins,  I  ask  unanimous  consent  that  the  time  for  opening  statements  be 
limited  to  60  minutes  with  the  time  equally  divided  between  majority  and  minority. 

THE  IMPORTANCE  OF  OVERSIGHT 

The  Committee's  Travel  Office  investigation  will  prove  instructive  to  the  Congress 
on  legislative  and  oversight  fronts.  The  Travel  Office  matter  is  a  case  study:  in  how 
the  abuse  of  power  by  those  with  political  access  can  cause  grave  harm  to  innocent 
individuals  and  the  public  trust;  and  in  the  hypocrisy  of  those  who  impose  one  set 
of  rules  on  government  employees  and  a  very  different  set  on  political  appointees 
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and  friends;  and,  finally,  in  how  the  White  House — any  White  House — should  not 
respond  to  an  investigation. 

Sadly,  the  Travel  Office  matter  reflects  yet  again  a  disturbing  pattern  of  White 
House  resistance  to  appropriate  oversight  mandated  in  law  by  Democrat  Congress 
or  requested  by  the  President's  own  Deputy  Attorney  General.  Too  often.  Adminis- 
tration attorneys  responded  to  investigations  like  private  defense  attorneys  rather 
than  public  servants  charged  with  preserving  our  trust  in  the  hi^est  office  in  the 
land. 

This  pattern  was  established  when  former  Counsel  Bernard  Nussbaum  apparently 
secreted  away  the  Vince  Foster  Travel  Oflice  file  which  eluded  investigators  and  the 
public  until  this  year.  Nussbaum  justified  such  actions  by  stating:  "If  mis  were  IBM, 
a  smart  lawyer  would  have  removed  the  documents  before  the  subpoena  ever  got 
here."  Mr.  Nussbaum  too  often  created  problems  where  none  may  have  existed.  He 
and  his  successors  have  exacerbated  real  problems  by  playing  hide  and  seek  with 
documents. 

Most  importantly  from  my  point  of  view,  this  inquiry  will  also  illustrate  pitfalls 
confronting  investigations  exercising  appropriate  White  House  oversight,  esp)ecially 
when  both  the  Executive  Branch  and  the  legislative  branch  are  controlled  by  the 
same  political  party  as  was  the  case  from  1993  until  January  of  this  year.  Unlike 
all  other  federal  agencies,  the  White  House  has  no  Inspector  General.  Yet  since  Wa- 
tergate, Congress  recognized  the  need  for  congressional  oversight  of  the  White 
House.  The  highest  office  in  the  land  cannot  be  held  to  a  lower  level  of  accountabil- 
ity. 

In  the  103rd  Congress,  I  led  efforts  to  create  an  Office  of  Inspector  General  for 
the  White  House.  Wnile  there  are  obviously  particular  needs  and  sensitive  concerns 
unique  to  investigating  the  White  House,  it  is  essential  for  the  public  trust  to  have 
independent  evaluations  of  allegations  of  ethical,  financial  or  criminal  wrongdoing. 
The  legislation  I  supported  recognized  the  need  to  insulate  Presidential  policy-msJc- 
ing  deliberations  and  decisions  from  premature  scrutiny  but  afforded  the  right  of 
Congress  to  conduct  oversight  of  the  administrative  functions  of  the  White  House. 

As  the  primary  Oversight  Committee  in  Congress,  this  Committee  oversees  the 
operations  of  all  government  agencies,  including  the  GAO,  IRS,  FBI  and  Justice  De- 
partment. This  includes  the  W>iite  House  and  Executive  Office  of  the  President.  Its 
necessary  and  proper  role  is  to  evaluate  how  White  House  appropriations  are  spent, 
how  White  House  personnel  adhere  to  government-wide  standards  of  conduct  and 
how  the  White  House  responds  to  allegations  of  possible  wrongdoing.  In  the  Travel 
Office  matter,  the  White  House  itself  acknowledged  only  limited  appearances  of 
wrongdoing. 

When  the  White  House  fails  to  fiilly  comply  with  investigations  mandated  by  Con- 
gress or  senior  Justice  Department  officials  and  the  oversight  role  critical  to  our  sys- 
tem of  checks  and  balances  is  compromised,  it  is  incumbent  upon  this  Committee 
to  assert  its  jurisdiction.  Interestingly,  many  of  the  issues  we  will  address  were 
identified  by  Deputy  Counsel  Vince  Foster  in  the  Travel  Oflice  file  the  White  House 
only  recently  disclosed.  These  issues  remain  unresolved. 

HEARINGS  WERE  REQUESTED  OVER  TWO  YEARS  AGO  ON  THIS  .MATTER 

As  the  witnesses  here  today  will  testify,  providing  oversight  of  1600  Pennsylvania 
Avenue  entails  unique  challenges.  More  than  two  years  ago,  I  requested  Travel  Of- 
fice hearings  after  the  White  House's  investigation  was  led  by  the  Chief  of  Staff  who 
approved  the  firings.  The  New  York  Times  characterized  the  White  House  Manage- 
ment Review  as  a  "Stealthy,  Evasive  Confession"  ....  "replete  with  the  'mistakes 
were  made'  format  of  White  House  dodges  of  the  past."  Documents  disclosed  today 
will  reaflirm  that  evaluation. 

That  is  why  I  supported  the  July,  1993  House  Resolution  of  Inquiry  calling  upon 
the  White  House  to  provide  Congress  documents  relevant  to  the  issue.  Ironically, 
among  those  who  moved  to  sidetrack  the  Resolution,  then -Judiciary  Committee 
Chairman  Brooks  acknowledged:  "The  appropriate  time  to  assess  whether  additional 
congressional  oversight  is  indicated  is  after  the  ongoing,  independent  reviews  are 
completed." 

In  fact,  the  August  15,  1993  Washington  Post  reported  that,  according  to  a  Com- 
mittee aide,  then-Chairman  Brooks  had  told  White  House  Chief  of  Staff  Thomas 
Mack  McLarty  he  needed  an  independent  review  of  the  travel  oflice  matter  and 
questioned  whether  the  White  House  reprimands  were  commensurate  with  what 
was  needed.  In  a  July  13,  1993  letter  to  Brooks,  President  Clinton  pledged  that  the 
Attorney  General  would  have  the  Administration's  "full  cooperation."  That  was  un- 
fortunately not  to  be  the  case. 
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In  September  1993,  I  actually  withdrew  my  initial  request  for  hearings  in  consid- 
eration of  the  ongoing  GAO  and  OPR  investigations  which  I  hoped  would  definitely 
disjwse  of  the  matter.  However,  our  review  of  the  GAO  report  and  its  work  papers 
revealed  GAO  failed  to  consider  significant  findings  of  its  own  investigators  and 
failed  to  follow  up  obvious  discrepancies  and  omissions.  In  fairness,  it  must  be  noted 
that  GAO  was  denied  access  to  documents  and  witnesses  which  it  deemed  relevant 
and  important  to  its  investigation. 

Then-Chairman  Conyers  wrote  me  last  year,  "You  have  raised  serious  questions 
about  GAO's  report  to  Congress"  and  asked  that  GAO  provide  a  "detailed  response" 
to  my  letter  but  hearings  were  never  held  during  the  103rd  Congress.  When  I  be- 
came Chairman,  I  committed  to  get  the  facts  out  once  and  for  all. 

Let  me  say  I  think  it  is  hi^ly  unlikely  that  we  would  be  sitting  here  today  if 
Republicans  were  still  the  minority  party  in  the  House  of  Representatives.  Had  I 
been  a  Democrat  during  the  last  two  years,  I  would  also  likely  have  resisted  the 
holding  of  hearings  which  promised  to  embarrass  the  White  House.  Just  as  I  am 
sure  that  Republicans  were  reluctant  to  hold  hearings  on  matters  such  as  Watergate 
when  the  White  House  was  in  Republican  hands.  The  difference,  of  course,  was  that 
as  the  minority  party  in  Congress,  we  could  not  forestall  hearings  had  we  wanted 
to  and  the  fact  that  we  have  been  unable  to  hold  hearings  on  this  matter  until  now 
convinces  me  that  we  should  adopt  a  change  in  the  House  Rules  which  we  Repub- 
licans have  long  promoted.  Very  simply,  the  Rule  would  provide  that  where  the 
White  House  is  controlled  by  one  party  and  the  Congress  by  the  other  that  the  con- 
trol of  the  principal  oversight  committees  in  the  House  and  the  Senate  be  controlled 
by  the  minority.  Had  such  a  Rule  been  in  effect  in  the  last  Congress,  hearings  on 
the  White  House  Travel  Office  would  have  long  since  been  concluded.  At  the  very 
least  where  both  the  Executive  and  Legislative  branches  are  under  one  party  con- 
trol, the  minority  should  be  afforded  the  power  to  issue  subpoenas  without  the  con- 
currence of  the  majority. 

THE  FIRINGS  IN  THE  TRAVEL  OFFICE  AND  RELATED  EVENTS 

On  May  19,  1993,  all  seven  White  House  Travel  Office  employees  were  fired 
abruptly.  White  House  statements  that  day  indicated  the  firings  followed  an  audit 
performed  pursuant  to  Vice  President  Gore's  National  Performance  Review  which 
uncovered  "abysmal  mismanagement"  and  "shoddy  accounting  practices."  Spokes- 
person Dee  Dee  Myers  added  that  the  FBI  was  investigating  possible  criminal  viola- 
tions by  the  fired  employees.  The  employees  themselves  first  heard  those  allegations 
on  television  while  packing  their  personal  belongings  to  leave  the  White  House. 

Almost  a  week  before,  on  May  13,  1993,  Associate  White  House  Counsel  Bill  Ken- 
nedy had  summoned  the  FBI  because  those  at  "the  highest  level"  in  the  White 
House  wanted  prompt  action  on  a  matter  allegedly  involved  possible  financial 
wrongdoing  in  a  White  House  office.  The  FBI  dispatched  two  sets  of  agents  to  figure 
out  jurisdictional  issues.  The  first  two  agents  tried  to  tell  their  superiors  they 
weren't  the  right  guys  for  the  job  and  recommended  sending  a  field  agent  as  would 
normally  occur.  But  nothing  about  this  case  would  take  the  "normal  course."  Ken- 
nedy was  "adamant"  that  someone  from  headquarters  with  a  "national  perspective" 
be  involved  and  the  FBI  obtained  senior  FBI  approval.  The  acting  chief  of  the  Vio- 
lent Crimes  and  Major  Offenders  section  was  sent  to — of  all  places — the  White 
House  Travel  Office. 

The  second  set  of  FBI  agents  met  with  Presidential  cousin  Catherine  Cornelius 
who  had  been  dispatched  by  David  Watkins  to  the  Travel  Office,  where  she  copied 
and  removed  documents.  Cornelius'  own  meetings  with  Mr.  Thomason  had  gen- 
erated an  awareness  of  kickback  allegations  which  she  embroidered  with  claims  that 
Travel  Office  employees  led  high-flying  lifestyles.  Her  allegations  provided  predi- 
cation for  the  FBI  investigation. 

Suddenly,  the  Counsels  office  shifted  gears,  telling  the  agents  the  White  House 
would  conduct  an  outside  "audit"  first  and  allow  the  !•  BI  to  investigate  if  warranted. 
The  FBI  insisted  it  should  be  present  at  the  audit  but  Mr.  Foster  and  Mr.  Kennedy 
said  no.  The  FBI  acquiesced.  An  FBI  e-mail  to  Larry  Potts  (then  head  of  the  Crimi- 
nal Division,  FBI)  at  7:40  p.m.  that  evening  reads,  "On  several  occasions,  Mr.  Foster 
expressed  his  sincere  appreciation  for  the  help  rendered  by  the  FBI." 

At  the  time,  Mr.  Potts  was  under  scrutiny  for  his  role  in  Ruby  Ridge  and  former 
FBI  Director  Sessions  was  fighting  to  keep  his  job.  This  was  a  chfficult  time  for  the 
Bureau  and  while  FBI  agents  maintain  tne  White  House  did  not  intimidate  them, 
their  departures  from  standard  procedure  suggest  more  subtle  pressure  may  have 
been  at  play.  Why  were  more  than  two  dozen  FBI  employees  involved  in  a  matter 
which  should  have  been  a  job  for  a  field  agent? 
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Meanwhile,  the  White  House  brought  in  an  "independent"  auditor  which  was  nei- 
ther independent  nor  an  auditor.  Inexplicably,  the  White  House  retained  the  man- 
agement consulting — not  the  public  accounting — arm  of  KPMG  Peat  Marwick.  And 
Peat  Marwick  documents  make  clear  the  White  House  directed  its  efforts  in  the 
Travel  Office. 

On  Monday,  May  17,  Watkins  wrote  a  memo  to  Chief  of  Staff  Mack  McLarty  re- 
garding the  firings  and  copied  the  memo  to  the  First  Lady.  The  memo  was  mxed 
to  Director  of  Media  AfTairs  Jeff  Eller,  traveling  with  the  President,  Bruce  Lindsey 
and  two  of  the  Travel  Office  staffers  in  California.  Mr.  Eller  told  Mr.  Podesta  he 
shared  the  memo  with  Bruce  Lindsey  who  in  turn  told  Mr.  Podesta  he  discussed 
the  memo  with  the  President.  Neither  of  these  accounts  was  included  in  the  White 
House  Management  Review  and  Mr.  Eller  says  he  destroyed  all  his  Travel  Office 
documents  shortly  after  the  matter  broke  in  the  press. 

While  the  FBI  awaited  a  Peat  Marwick  report,  the  White  House  decided  to  fire 
the  Travel  Office  employees  on  Wednesday,  May  19,  1993.  The  FBI  said  that  it 
would  harm  the  investigation  it  initiated  on  May  14.  The  White  House  ignored  its 
concerns  and  neither  the  FBI  nor  the  Justice  Department  ever  subsequently  com- 
plained of  this  action.  When  word  of  the  firings  reached  Justice,  its  Criminal  Divi- 
sion drafted  an  "Urgent  Memo"  noting  the  FBI  was  involved  due  to  the  "kickbacks" 
allegation.  (Justice's  role  in  initiating  or  confirming  the  investigation  never  was 
independently  considered  anywhere.) 

Peat  Marwick's  report  was  unavailable  when  the  White  House  announced  the 
firings  on  May  19.  In  fact,  it  was  not  yet  written.  As  a  result,  its  author,  Peat 
Marwick  partner  Larry  Herman,  was  called  into  a  meeting  with  George 
Stephanopoulos,  Dee  Dee  Myers,  Vince  Foster,  Bill  Kennedy,  Ricki  Seidman  and 
Harry  Thomason  and  greeted  with  the  question,  "Where  the  hell  is  the  report?"  The 
White  House  had  no  more  than  a  few  pages  of  draft  material  at  the  time  it  an- 
nounced the  firings  it  said  were  based  on  Peat  Marwick's  report.  The  press  repeat- 
edly asked  for  the  report  in  the  May  19  press  conference,  leaving  the  White  House 
with  a  difficult  political  situation  from  which  only  its  so-called  "independent  audi- 
tor" and  the  FBI  could  extricate  it. 

In  other  words,  while  claiming  it  had  "predication"  for  an  investigation  on  May 
14,  the  FBI  allowed  the  White  House  to  call  the  shots  on  its  investigation  for  well 
over  a  week.  In  a  previously  undisclosed  phone  conversation  between  White  House 
Counsel  Bemie  Nussbaum  and  Deputy  Attorney  General  Phil  Heymann  on  the 
morning  of  Friday,  May  21,  Mr.  Nussbaum  asked  Heymann  if  the  White  House 
could  announce  there  was  an  investigation.  Nussbaum  later  claimed  George 
Stephanopoulos  had  pressed  him  to  take  action.  Nussbaum  also  said  FBI  Deputy 
Director  Floyd  Clarke  happened  to  be  in  Heymann's  office  when  Heymann  gave  the 
go  ahead  to  announce  an  investigation.  As  a  field  agent  who  had  been  brought  in 
and  briefed  at  the  time  told  OPR  investigators,  the  White  House  called  the  shots 
in  the  Travel  Office  investigation  and  FBI  dealings  with  the  White  House  were  "def- 
erential." The  FBI  did  not  receive  the  Peat  Marwick  report  until  7:30  p.m.  on  Fri- 
day, May  21,  long  after  the  report  had  been  released  to  the  press. 

THE  ROLE  OF  PRESIDENTIAL  FRIENDS  AND  FAMILY 

Both  the  President  and  First  Lady  were  informed  of  the  Travel  Office  matter  prior 
to  the  May  19  firings.  Harry  Thomason,  Vince  Foster  and  David  Watkins  appear 
to  have  advised  the  First  Lady  about  Travel  Office  developments.  Harry  Thomason 
worked  at  the  White  House  late  into  the  night  on  May  13  and  Mr.  Foster's  Travel 
Office  file  indicates  the  First  Lady  received,  updates  from  Foster  and  Watkins  that 
evening. 

Mr.  Thomason  returned  to  the  White  House  early  the  next  day.  May  14 — the  day 
the  Peat  Marwick  team  arrived — and  stayed  there  throughout  the  weekend.  One 
witness  from  World  Wide  Travel,  Ms.  Fan  Dozier,  told  Mr.  Podesta  she  ran  into 
Hany  Thomason  on  Sunday,  May  16.  Thomason  said  to  her,  "you  mean  you're  not 
up  there  working?  [in  the  Travel  Office]"  and  added  that  he  would  call  the  First 
Ladv  and  she  would  be  very  upset  to  hear  that  World  Wide  Travel  was  not  already 
in  place. 

Mr.  Thomason  claimed  to  have  heard  from  friends  in  the  air  charter  industry  that 
the  Travel  Office  employees  were  accepting  "kickbacks."  Mr.  Thomason  also  told 
Watkins,  Deputy  Counsel  Vince  Foster  and  others  at  the  White  House  that  firing 
the  employees  would  be  a  "good  story."  He  told  another  White  House  employee,  Jen- 
nifer O'Connor  "these  guys  are  ripping  us  off,  they're  bastards  ...  it  is  a  great 
press  story,  Bill  Clinton  cleaning  up  house."  Ms.  O'Connor  asked  Harry  Thomason 
if  he  had  any  evidence.  He  said  he  did.  Steve  Davison  of  World  Wide  Travel  told 
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Mr.  Podesta  that  he  had  heard  Mr.  Thomason  had  hired  a  private  investigator  to 
check  out  the  Travel  Office. 

As  the  press  quickly  revealed,  Ms.  Cornelius  and  Harry  Thomason  were  the  pri- 
mary sources  oi  the  rumors  and  allegations  that  led  to  the  firings  and  set  this 
"stage"  in  motion.  Despite  the  President's  claims  there  were  rumors  everywhere,  all 
the  rumors  appear  to  have  originated  with  Harry  Thomason.  As  we  will  learn  today. 
Presidential  mend  Harry  Thomason  was  involved  in  a  number  of  other  activities  at 
the  White  House  which  will  require  subsequent  examination. 

Thomason  spoke  with  President  Clinton  and  the  President's  personal  adviser  and 
current  Deputy  Counsel  Bruce  Lindsey  about  obtaining  their  assistance  in  his  ef- 
forts to  win  a  sole  source  government  contract  at  GSA  to  audit  the  entire  federal 
civilian  aircraft  fleet  and  "revitalize"  the  aircraft  industry.  Apparently  Mr.  Martens 
was  working  out  some  kind  of  arrangement  to  consult  with  the  Interagency  Commit- 
tee on  Aviation  Policy  to  do  this  audit.  Mr.  Martens,  with  his  own  privileged  White 
House  access,  secured  assistance  from  0MB  and  GSA  to  get  his  proposals  rolling. 
While  the  White  House  claims  it  pulled  the  plug  on  this  scheme  late  in  the  summer 
of  1993,  one  has  to  wonder  whether  this  occurred  because  ongoing  investigations 
threatened  to  expose  it.  As  it  was,  none  of  these  documents  was  ever  turned  over 
to  GAO  despite  its  requests  for  documents  relating  to  Mr.  Thomason  and  Mr. 
Martens. 

Having  just  finished  a  major  procurement  bill,  I  find  this  behavior  particularly 
offensive.  While  rules  governing  government  contracting  are  more  burdensome  than 
necessary,  we  all  must  follow  the  rules,  even  those  of  us  with  access.  The  process 
by  which  Mr.  Martens  sou^t  to  obtain  this  business  from  GSA  certainly  warrants 
further  review.  Would  the  process  he  suggested  have  avoided  conflict  of  interest  is- 
sues? Would  he  and  his  partner,  Harry  Thomason  have  stood  to  benefit  from  the 
changes  he  proposed? 

"Put  me  in  front  of  the  right  person  at  the  White  House  and  I  will  prove  the  value 
of  both  the  project  and  Thomason's  capabilities,"  Darnell  Martens  wrote  his  TRM 
business  partner  Harry  Thomason  while  touting  his  loyalty  to  the  Administration. 
Subsequent  memos  spoke  of  "a  memo  to  Harry  Thomason  which  was  presented  to 
and  discussed  with  the  President  in  mid-February"  and  a  request  indicating  the 
President  needed  to  "issue  an  executive  order"  ana  "enter  into  a  consulting  agree- 
ment with  TRM"  to  get  this  project  going. 

Mr.  Thomason  said  at  the  time,  I  do  find  it  surprising  that  a  person  who  was 
as  instrumental  as  I  was  in  the  Clinton  campaign  cannot  pick  up  a  phone  in  the 
White  House  and  ask  for  information  for  people."  Mr.  Thomason's  olatant  inconsist- 
ency in  seeking  a  sole  source  aviation  contract  for  his  own  business  partner  while 
alleging  that  the  Travel  Office  employees  failure  to  competitively  bid  press  charters 
proved  they  were  "on  the  take"  is  astounding.  The  President  read  ri^t  from  the 
Thomason  script  when  he  too  said  the  firings  were  undertaken  to  promote  "competi- 
tive bidding."  Competitive  bidding  for  whom? 

The  White  House  and  Mr.  Thomason  disregarded  inherent  conflicts  in  Thomason's 
far-ranging  role  while  the  White  House  Management  Review  disingenuously  claimed 
Thomason  was  only  at  the  White  House  working  on  the  "staging"  of  Presidential 
events.  Mr.  Thomason  was  meeting  on  several  other  matters  as  we  will  learn  of 
today. 

Catherine  Cornelius,  the  President's  25  year-old  cousin,  was  "selected"  to  replace 
the  veteran  Travel  Oftice  employees  whose  tenure  spanned  between  9  to  33  years 
in  that  office.  She  brought  in  World  Wide  Travel  agency  from  Little  Rock,  Arkansas, 
without  a  competitive  Did.  However,  the  press  uproar  which  followed  the  firings 
caused  World  Wide  Travel  itself  to  withdraw  before  the  White  House  completed  its 
sole  source  process.  Yet  before  it  left  the  White  House,  World  Wide  was  told,  "we 
will  do  anything  if  you  will  stay."  World  Wide  Travel  told  the  White  House  to  give 
it  back  the  firedTravel  Office  workers! 

The  press  seized  upon  leaked  memos  indicating  that  Cornelius  had  proposed  early 
on  in  tne  Administration  that  she  be  placed  in  charge  of  the  White  House  Travel 
Office  and  resume  the  role  she  had  in  the  Clinton  campaign.  Senior  Administration 
officials  David  Watkins  and  Patsy  Thomasson  asked  her  to  say  Watkins  never  read 
it. 

Thomason  partner  Darnell  Martens,  who  appeared  at  the  White  House  with  a 
White  House  employee  pass  on  May  12,  pitched  in  and  summoned  Penny  Sample, 
president  of  Air  Advantage,  without  a  competitive  bid.  Ms.  Sample  also  had  worked 
on  travel  on  the  Clinton/Gore  campaign.  She  immediately  came  to  the  White  House 
to  assist  with  press  travel  arrangements.  Furthermore,  when  Ms.  Sample  received 
what  were  touted  as  "erroneous  commissions,"  serious  questions  about  the  propriety 
of  her  actions — raised  within  the  White  House  itself — were  never  addressed.  No  one 
called  the  FBI  concerning  the  suspicions  they  had  about  her  actions. 
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On  May  21,  just  two  days  after  the  firings,  when  World  Wide  Travel  decided  to 
leave  the  White  House,  senior  Administration  official  Patsy  Thomasson  held  a 
closed  door  meeting  with  American  Express.  Ms.  Thomasson  brought  in  Secret  Serv- 
ice agents  to  guard  the  door  during  this  meeting.  Later  that  day,  Georee 
Stephanopoulos  announced  in  a  press  conference  that  American  Express  would  be 
brought  into  the  White  House,  but  the  White  House  subsequently  backed  away  from 
his  remarks,  claiming  instead  it  was  putting  the  contract  out  to  bid.  Did  the  other 
two  companies  participating  in  the  alleged  "competitive"  bid  have  the  benefit  of  a 
closed  door  meeting  with  Ms.  Thomasson? 

May  21  was  also  the  day  the  IRS  came  to  Smyrna,  Tennessee,  descending  on  the 
offices  of  UltrAir,  a  small  company  that  had  provided  most  of  the  Travel  Office's  do- 
mestic press  charter  services.  UltrAir  was  the  firm  Harry  Thomason  ensnared  in  his 
kickback  allegations.  It  took  the  IRS  two  years  to  clear  UltrAir  of  wrongdoing.  No 
additional  tax  liability  was  found. 

WHY  WE  NEED  TO  CONDUCT  THIS  REVIEW 

For  more  then  two  years,  I  have  sought  information  and  documents  concerning 
the  White  House  Travel  Office  matter.  Many  of  the  White  House  documents  that 
have  been  produced  were  received  only  after  I  announced  this  hearing.  More  than 
300  pages  of  White  House  documents  remain  in  White  House  custody  yet  to  be  re- 
viewed by  the  Committee  in  any  form  until  recently — too  recently  to  enable  us  to 
evaluate  their  importance  or  relevance  prior  to  this  hearing.  The  delay  in  receiving 
documents  has  in  turn  delayed  our  ability  to  interview  witnesses.  Though  the  pas- 
sage of  time  can  cloud  memories,  the  unusually  hazy  recollections  of  those  we  have 
interviewed  make  documents  essential  if  we  are  to  proceed.  The  documents  we  are 
only  now  receiving  include  many  the  White  House  withheld  from  other  investiga- 
tors. In  the  case  of  GAO,  Mr.  Podesta  described  more  than  400  pages  of  notes  and 
more  than  300  pages  of  drafts  and  chronologies  as  a  "thimbleful  of  notes."  GAO 
counsel  has  told  this  Committee  that  in  his  opinion,  Mr.  Podesta  and  Associate 
Counsel  Neil  Eggleston  lied  to  GAO. 

In  short,  we  need  to  conduct  this  review  because  serious  questions  remain: 

•  Why  did  the  White  House  resist  these  reviews? 

•  Why  did  the  White  House  ignore  significant  information  uncovered  by  its  own 
Management  Review  concerning  misconduct  by  senior  White  House  officials  who 
asked  subordinates  to  lie  about  events  involved  in  this  matter? 

•  What  other  activities  was  Harry  Thomason  involved  in  at  the  White  House? 
Why  weren't  they  reported? 

•  Why  did  the  same  people  who  criticized  the  White  House  Travel  Office  employ- 
ees for  failing  to  competitively  bid  press  charters  try  to  maneuver  a  series  of  sole 
source  contracts  benefiting  a  tight  circle  of  political  friends? 

•  Why  didn't  the  White  House  provide  critical  documents  to  investigators  and 
why  dia  they  impose  such  restrictive  and  burdensome  requirements  on  investiga- 
tors? 

•  Did  Harry  Thomason,  Darnell  Martens,  Catherine  Cornelius,  Bruce  Lindsey 
and  others  at  the  White  House  have  conflicts-of-interest  related  to  these  events? 

•  How  did  the  IRS  come  to  investigate  UltrAir  which  already  had  voluntarily-co- 
operated with  the  IRS  on  a  separate-tax  issue? 

•  Were  Harry  Thomason  and/or  Darnell  Martens  special  government  employees? 

•  Did  any  White  House  officials  violate  standards  of  conduct?  If  so,  who? 

•  If  senior  White  House  officials  will  bend  the  rules  over  so  seemingly  incon- 
sequential an  issue  as  this  and  then  spend  two  years  keeping  the  true  story  from 
government  investigators  and  the  American  public,  what  lengths  might  they  go  to 
to  frustrate  oversight  of  areas  with  far  more  serious  consequences,  such  as  foreign 
policy  or  national  security? 

After  five  reviews,  these  and  other  significant  issues  remain  unaddressed.  Key 
witnesses  either  could  not  or  would  not  cooperate  in  the  past.  The  fired  Travel  Of- 
fice employees,  some  of  whom  are  here  in  the  audience  today,  were  not  heard  from 
in  a  single  investigation.  The  Committee  has  interviewed  the  six  employees  who 
have  been  exonerated  of  any  wrongdoing.  Their  story  deserves  to  be  told.  They  de- 
serve a  forum  to  redeem  their  good  names. 

Harry  Thomason,  the  producer-director  of  this  White  House  fiasco,  refused  to  co- 
ooerate  fully  with  investigators  even  the  White  House.  Bob  Bennett,  attorney  for 
Harry  Thomason — as  well  as  the  President — has  informed  this  Committee  that 
Harry  Thomason  will  not  voluntarily  comply  with  any  of  our  document  requests  or 
requests  for  an  informal  interview. 
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WHAT  THIS  HEARING  IS  NOT  ABOUT 

Finally  let  me  note  that  today's  hearing  is  not  at  all  about  the  pending  criminal 
case  against  the  former  Director  of  the  Travel  Office.  In  April  of  this  year,  I  initi- 
ated contact  with  the  Justice  Department  before  beginning  the  Committee's  inquiry 
into  the  White  House  Travel  Ofiice  matter.  I  assured  the  Department  my  inquiry 
would  not  imping:e  upon  the  criminal  case. 

Since  the  Justice  Department  already  had  cooperated  with  other  investigations 
conducted  by  the  White  House  and  GAO,  it  concerns  me  that  the  Department 
sought  to  warn  Congress  alone  ofT  the  matter.  I  am  aware  of  no  such  written 
warnings  made  by  the  Department  when  the  White  House  fired  the  Travel  Office 
employees  over  tne  objections  of  the  FBI  agents.  I  am  aware  of  no  such  written 
warnings  to  the  White  House  when  it  undertook  its  White  House  Management  Re- 
view and  was  allowed  to  interview  key  witnesses,  FBI  agents  and  senior  Justice  offi- 
cials involved  in  the  matter  oflen  prior  to  their  respective  interviews  by  Public  In- 
tegrity prosecutors  charged  with  undertaking  the  criminal  investigation. 

Despite  having  obtained  some  disturbing  information,  this  Committee  has  scru- 
pulously avoided  anything  that  may  impinge  on  the  upcoming  criminal  case.  The 
Committee  has  received  no  documents  from  the  Public  Integrity  Section  concerning 
that  case  and  very  likely  has  much  less  information  than  the  Wnite  House  ever  had 
about  it.  The  Committee  has  not  interviewed  the  agents  involved  even  thou^  the 
White  House,  the  FBI  and  Justice  Department  did  so  in  their  respective  inquiries. 
The  safeguards  we  have  operated  under  in  this  investigation  far  surpass  those  of 
the  White  House  or  other  investigations. 

Any  suggestion  that  this  hearing  could  result  in  tainting  the  jury  pool  due  to  ex- 
posure to  media  reports  should  be  put  in  the  context  of  the  many  successful  jury 
selections  here  in  Washington,  DC,  in  cases  such  as  the  Ollie  North  trial,  the  Mar- 
ion Barry  trial,  ABSCAM  trials,  all  of  the  Watergate  trials  and  the  everyday  crimi- 
nal matters  that  receive  media  attention  on  a  regular  basis. 

The  Committee's  investigation  will  be  the  first  truly  independent  and  open  inves- 
tigation of  the  entire  Travel  Office  matter  and  the  ensuing  reports  and  investiga- 
tions. Serious  questions  will  be  raised;  questions  which  I  believe  merit  further  inves- 
tigation, review  and  resolution  by  this  Committee.  I  hope  we  can  resolve  these  is- 
sues in  a  thoughtful  manner  with  an  eye  toward  improved  procedures  in  the  future. 
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"THE  HIGHEST  LEVELS" 
THE  ROLE  OF  THE  PRESffiENT  AND  THE  FmST  LADY 


"LOOK  AT  THE  FACTS,  EVALUATE  THE  FACTS 
AND  DRAW  YOUR  OWN  CONCLUSIONS" 

President  Clinton  on  May  21,  1993  after  the 
Travel  Office  firings 


"let's  just  say  it's  THE  highest  level" 

Bill  Kennedy  in  response  to  FBI  Agent  Apple  who  asked 
"What  do  you  mean  the  highest  levels?"  on  May  13,  1993 


"Mrs.  Clinton  has  a  general  recollection  of  having  conversations  with 
Mr.  Foster  and  Mr.  McLarty  about  the  Travel  Office  situation  prior 
to  the  termination  of  the  Travel  Office  employees.   She  has  no 
specific  recollection  of  any  particular  conversation  with  Mr. 
Thomason  on  this  issue  at  that  time." 

First  Lady  responses  to  GAO  questions  about  her 
conversations  about  the  Travel  Office,  April  6,  1994 


"Hillary  telephone  conversation  with  David  Watkins  on  Friday,  May 
14... 'Harry  says  his  people  can  run  things  better;  save  money,  etc. 
And  besides  we  need  those  people  out  -  We  need  our  people  in  -  We 
need  the  slots..." 

Notes  by  David  Watkins  of  conversation  with  the  First 
Ladv 
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"While  waiting  to  see  Mr.  McLarty,  Mr.  Foster  mentioned  that  'his 
clients,'  meaning  President  and  Mrs.  Clinton,  were  concerned  about 
the  White  House  Travel  Office  matter." 

Patsy  Thomason  in  GAO  interview  on  September  22,  1993 

"Dinner  that  night  [May  17]... mentioned  to  President.. he  asked  what 
it's  about.. I  repeated  back  what  I'd  read  in  memo  ...audit,  cash  in 
drawers,  etc." 

Bruce  Lindsey  in  White  House  Management  Review 
interview,  June  9,  1993 
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THE  WHITE  HOUSE 

WASHINGTON 


July  13,  1993 


The  Honorable  Jack  Brooks 

Chairman 

Committee  on  Judiciary 

House  of  Representatives 

Washington,  D.C.   20515 

Dear  Mr.  Chairman: 

I  understand  that  your  Committee  will  soon  be  considering  a 
resolution,  H.  Res.  198,  relating  to  the  White  House  Travel 
Office.   In  connection  with  the  pending  resolution,  you  have 
inquired  about  what  steps  the  Administration  has  taken  to  review 
decisions  and  events  surrounding  the  dismissal  of  seven  employees 
from  the  White  House  Travel  Office  and  what  actions  may  be  taken 
in  the  future. 

As  you  are  aware,  Chief  of  Staff  Black  McLarty  and  OHB  Director 
Leon  Panetta  undertook  em  intensive  review  of  actions  by  the 
White  House  staff  regarding  the  White  House  Travel  Office.   A 
copy  of  the  Report  of  that  review  was  provided  to  you  on  July  2, 
1993. 

Mr.  McLarty  and  Mr.  Panetta  also  asked  Attorney  General  Reno  to 
review  the  report. 

The  Attorney  General  asked  David  Margolis,  a  career  prosecutor, 
to  review  the  report.   Mr.  Margolis  found  that  the  report  was  in 
substance  consistent  with  the  FBI's  own  internal  review.   The 
Attorney  General  also  confirmed  that  no  contact  occurred  between 
the  White  House  and  the  IRS  concerning  this  matter. 

The  Attorney  General  is  in  the  process  of  reviewing  any  matters 
relating  to  the  Travel  Office  and  you  can  be  assured  that  the 
Attorney  General  will  have  the  Administration's  full  cooperation 
in  investigating  those  matters  which  the  Department  wishes  to 
review. 

Sincerely, 


7V^ 
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THE  FIRST  LADY 

WHITE  HOUSE 
MANAGEMENT  REVIEW 


INTERVIEW 
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THE  WHITE  HOUSE 

WASHINOTON 


April  6,    1994 


Nancy  R.  Kingsbury 

Diraotor 

p«daral  Buaan  Raaourca  Managaaant  laauas 

Ganaral  Covamnant  Divialon 

Canaral  Aooounting  Of flea 

Washington,  D.C.  20548 

R«:  a\o   Reoueat^*  for  Ragponaaa  to  Written  Quaatlona. 
Oaar  Ms.  Klngatuzy; 

Attachad  plaaaa  find  written  responaaa  to  tha  guaationa 
that  SAO  poaad  to  Mrs.  Clinton. 


Vary  truly  yo 


^#^^ 


W.  Nail  Egglaaton 
Aaaoeiata  Ceunsal  to  tha  Praaidant 
(202)  496-7901 
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BISPOKSU  TO  O&O  QOX8TXOK0  KB  MM*   eLXSTOH 

V 

\ 

1.  Kra.  Clinton  do*«  not  know  th«  orlgiB  of  thm   daolaien 
to  roaov*  th«  Whlta  Hous*  Trtval  Of flea  aaployaaa.   Sha  baliavaa 
that  tha  daclolon  to  tarainata  tba  anployaaa  vould  hava  baan  aada 
by  Hr.   watklna  vlth  tha  approval  o£  Xr.  HBLarty. 

2.  Kra.  Clinton  vaa  avara  that  Hr.  Watklna  vaa  xindartaking 
a  raviav  of  tha  aituation  in  tha  I!raval  Offloa,  but  aha  had  no 
rola  In  tha  daclalon  to  taminata  tha  aaployaaa. 

3.  Kra.  Clinton  did  not  dlract  that  any  action  ba  taJcan  by 
anyone  with  ragard  to  tha  Traval  Of  flea,  othar  than  axpraaalng  an 
intarast  in  racaiving  inforsiatien  about  tha  raviav. 

4 .  Mrs  ._Cliiiton-doaa-  not  racall_thia_cnnYamwt  1  on- vith-tha 
saaa  level  of  detail  _as  _Kr.._HA£]Eina ,_  Sha  racalla  that  en  Friday, 
May  14^rehe~had  a  very  ahort  talaphona  call  vith  Kr.  Watkina. 

Mr.  HatXina  stated  that  Mr.  Foatar  had  aantionad  that  Mrs. 
Clinton  vaa  intareatad  in  knoving  vhat  vaa  going  on  vith  tha 
Travel  Office.  Kra.  Clinton  knav  that  Hi:.  Watkina  vaa  out  of 
town.  Hr.  Watkina  conveyed  to  her  that  avan  theuah  ha  vaa  not  in 
Washington,  his  office  vaa  taking  appropriate  action. 

5.  Mrs.  Clinton  has  a  general  rocollaetion  of  having 
conversations  vith  Mr.  Foster  and  Mr.  XcLarty  about  the  Travel 
Office  aituation  prior  to  tha  t  ami  nation  of  tha  Travel  Office 
employeas.  She  haa  no  specific  recollection  of  any  particular 
conversation  vith  Kr.  Thonaaon  en  this  iaana  at  that  tiaa. 

Mrs.  Clinton  believea  that  sha  spolca  vith  Mr.  Foster 
about  tha  Travel  Office  before  her  telephone  call  vlth  Kr. 
Watkina.  She  also  believes  that  aha  had  a  vary  brief 
conversation  vith  Mr.  McLarty  somatiae  before  aha  apoke  vith  Kr. 
Watkina.   In  that  eonvarsatien,  aha  told  Mr.  HcLarty  that  ahe  had 
heard  about  problaaa  in  tha  Traval  Office  and  wanted  Mr.  McLarty 
to  be  avare  of  it. 

Mrs.  Clinton  does  not  recall  aeeing  the  Kay  17 

semorandua  froa  Mr.  Watkina  to  Mr.  McLarty  until  after  the  Travel 
Office  eaployeea  ware  terminated. 
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Waabington.  D.C.  20548 


,^}H  q ) 


Genersl  Govemment  Division 


March  16,  1994 

Mr.  Neil  Eggleston 

Associate  Counsel  to  the  President 

The  White  House 

Dear  Mr.  Eggleston: 

As  part  of  our  review  of  the  White  House  Travel  Office,  we 
have  Identified  additional  information  we  need  from  a  few 
individuals.   We  would  appreciate  your  assistance  in  having 
the  following  individuals  provide  responses  to  me  addressing 
the  questions  Indicated  in  the  enclosures:   Mrs.  Clinton, 
Mr.  Panetta,  Ms.  Williams,  and  Ms.  Thomasson. 

We  would  appreciate  receiving  this  Information  by  March  25, 
1994.   Unless  the  responses  raise  other  unresolved  issues, 
these  questions  would  close  our  outstanding  requests  for 
interviews  with  these  individuals.   We  appreciate  your 
immediate  attention  to  this  request  and  recognize  the  short 
timeframe  we  are  requesting.   If  you  have  any  questions 
regarding  this  request,  please  call  me  at  (202)  512-5074. 

Sincerely  yours. 


/^'/U/ 


Nancy  Kingsbury 
Director  .'^ 

Federal  Human  Resource  Management 
Issues 

Enclosures 
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GAP  QUESTIONS  FOR  MRS.  CLINfTON 

The  White  House  Management  Report  descnbes,  on  page  9,  the  foUowing: 

"That  afternoon  [May  13],  before  Foster  talked  to  Watldns  about  Peat 
Manvick.  Foster  went  to  see  the  First  Lady  on  a  matter  unrelated  to  the 
Travel  Office.  The  First  Lady  told  Foster  that  she  had  heard  about  problems 
in  the  Travel  Office.  Foster  replied  that  Kennedy  was  looking  into  it  Late 
that  afternoon,  she  saw  McLarty  and  inquired  about  the  situation  in  the 
Travel  Office.  Foster  subsequently  informed  her  that  Peat  Maiwick  was 
going  to  conduct  a  review  of  the  Office." 

In  our  interview  with  Mr.  David  Watldns,  he  stated  that  (a)  on  May  14,  Mrs.  Ginton 
(through  Mr.  Foster)  had  expressed  an  interest  or  awareness  of  the  situation  in  the  Travel 
Office;  and  (b)  that  it  was  Mr.  Watkins'  understanding  that  Mr.  Hany  Thomason  asked  to 
have  an  update  on  the  situation.  Mr.  Watkins  reported  that  in  a  subsequent  conversation 
on  the  same  day,  Mrs.  Clinton  (a)  mentioned  the  25  percent  (White  House)  staff  reduction 
goal;  (b)  said  it  would  be  good  to  have  "our  people"  working  in  the  Travel  Office;  and  (c) 
said  that  the  administration  had  been  criticized  at  the  time  for  being  slow  in  filling 
positions,  and  had  delayed  too  long.  We  also  note  that  the  White  House  Travel  Office 
Management  Review  contains  a  copy  of  a  memorandimi  from  Mr.  Watkins  to  Mr.  McLarty 
which  was  marked  as  'cc"  to  Mrs.  Clinton,  and  which  describes  the  steps  taken  to  review  the 
Travel  Office  matter  and  the  decisions  made  to  remove  the  employees  and  cany  out  the 
functions  with  other  staff. 

We  respectfully  request  Mrs.  Clinton's  official  response  to  the  following  questions: 

1.  How  would  you  describe  and  to  whom  would  you  attribute  the  origin  of  the  decision 
to  remove  the  Travel  Office  employees? 

2.  How  would  you  characterize  your  role  in  that  decision? 

3.  Did  you  ask  or  direct  that  any  action  be  taken  by  anyone  in  regard  to  the  White 
House  Travel  Office? 

4.  Is  Mr.  Watldns'  characterization  of  his  discussion  with  you,  as  recorded  by  us, 
accurate?  If  not,  how  would  you  describe  the  discussion? 

5.  Did  you  participate  in  any  other  discussions  with  White  House  staff  or  Mr. 
Thomason  concerning  the  White  House  Travel  Office  matter  during  the 
period  leading  up  to  the  removal  of  the  Travel  Office  employees  on  May  19, 
1993?  If  so.  when  and  how  would  you  describe  those  discussions? 


23-470    96-2 
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TO:  Mark  Gearan 

FR:  Lisa  Caputo 

RE:  Talking  Points  on  Travel  Report 

DT:  July  2,  1993 


SUMMARY: 

Mrs.  Clinton  heard  rumblings  about  problems  in  the  Travel 
Office  as  did  most  White  House  staff.   During  a  meeting  with 
Vince  Foster  unrelated  to  the  Travel  Office,  Mrs..  Clinton 
mentioned  to  Foster  that  she  had  heard  about  problems  in  the 
Travel  Office.   Foster  told  her  Bill  Kennedy  was  looking  into  the 
matter.   Later  that  same  day,  Mrs.  Clinton  saw  Mack  McLarty  in 
passing  and  asked  about  the  situation  in  the  Travel  Office. 
McLarty  told  Mrs.  Clinton  that  the  matter  was  being  looked  into. 
Subsequently,  Foster  told  Mrs.  Clinton  that  Peat-Marwick  was 
conducting  an  audit. 

David  Watkins,  who  was  out  of  town  in  Tennessee,  received 
updates  on  the  audit  from  Patsy  Thomasson.   Hatkins  called  Foster 
with  reports.   Foster  told  Watkins  the  First  Lady  was  interested 
in  the  matter  and  suggested  Watkins. call  Mrs.  Clinton  to  update 
her.   Hatkins  called  Mrs.  Clinton  and  updated  her  on  audit. 

When  the  audit  was  completed  on  May  17,  Watkins  recommended 
that  seven  Travel  Office  employees  be  fired.   McLarty  approved 
it.   Watkins  wrote  a  memo  to  McLarty  and  cc'ed  Mrs.  Clinton. 
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HRC  TALKING  POIMTS  ON  TRAVEL-  OFFICE  REPORT 

Q:  How  did  Mrs.  Clinton  hear  about  problems  in  the  Travel  Office? 

A:  Mrs.  Clinton  heard  about  potential  problems  and  alleged  wrong 
doing  in  the  Travel  Office  from  talk  circulating  around  the  White 
House. 

Q:  Did  Mrs.  Clinton  talk  to  Harry  Tbomasson  about  the  Travel 
Office?  -. 

A:  Mrs.  Clinton  doesn't  recall  %rtio  mentioned  it  to  her  initially. 
Thomasson  may  have  mentioned  it  to  her  among  other  people  in 
passing. 

Q:  Why  did  Mrs.  Clinton  meet  with  Vince  Foster  on  matters  that 
were  unrelated  to  the  Travel  Office  on  May  13? 

A:  Mrs.  Clinton  met  with  Foster  on  health  care  related  issues. 

Q:  Why  during  that  meeting  did  Mrs.  Clinton  ask  Foster  about  the 
Travel  Office?  -,  ,r 

A:  She  had  heard  a  number  of  rumors  and  mentioned  it  to  Foster. 
Foster  told  Mrs.  Clinton  Bill  Kennedy  was  looking'  into  the 
matter.   (NOTE:  Bill  Kennedy  Is  assigned  the  duty  of  handling 
internal  White  House  security.   Kennedy  was  involved  in  the 
Travel  Office  matter  because  it  fell  under  his  job  description.) 

Q:  Did  Mrs.  Clinton  ever  have  a  conversation  with  Bill  Kennedy 
about  the  Travel  Office? 

A:  No.  Mrs.  Clinton  never  had  conversations  or  discussions  with 
Kennedy  on  the  Travel  Office. 

Q:  Why  did  Mrs.'  Clinton  ask  Mack  McLarty  about  the  Travel  Office? 

A:  Mrs.  Clinton,  who  works  in  the  West  Wing,  obviously  sees 
McLarty.   She  asked  him  in  passing  about  the  situation  in  the 
Travel  Office.   McLarty  told  Mrs.  Clinton  the  matter  was  being 
looked  into.   Vince  Foster  subsequently  called  Mrs.  Clinton  and 
told  her  Peat-Marwick  was  going  to  conduct  a  review  of  the 
office. 
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Q:  Did  Mrs.  Clinton  ask  for  updates  and  -specific  information  on 
the  Travel  Office?  .     ' "  -. - 

A:  No.   Mrs.  Clinton  raised  her  concern  about  the  possible  wrong 
doing  in  the  White  House  Travel  Office  with  Vince  Foster  and  with 
Mack  McLarty.   Foster  later  took  it  upon  himself  to  suggest  to 
Hatkins  that  he  update  the  First  Lady  on  the  situation.   At  no 
time  did  Mrs.  Clinton  ask  for  any  update  or  information  on  the 
audit.   Watkins  updated  Mrs.  Clinton  on  the  a)idit  and  later  cc'ed 
her  on  a  memo  because  he  was  being  responsive  to  Foster's 
suggestion. 

Mrs.  Clinton  never  asked  for  the  memo  and  did  not  read  the 
memo.   Mrs.  Clinton  had  the  memo  routed  to  Maggie  Williams,  Mrs. 
Clinton's  Chief  of  Staff,  as  an  FYI.  .;     ,"  • 

Q:  Why  did  Watkins  call  Mrs.  Clinton  and  update  her  on  the  audit? 

A:  Watkins  was  just  being  responsive  in  updating  Mrs.  Clinton 
because  she  had  expressed  an  interest  to  Foster. 

Q:  Why  did  Watkins  cc  Mrs.  Clinton  on  the  memo  to  McLarty? 
A:  Again,  Watkins  was  just  being  responsive. 

Q:  Was  Mrs.  Clinton  interviewed  for  this  report  on  the  Travel 
Office? 

A:  Yes.   She  talked  to  John  Podesta  and  Todd  Stem.   The 
interview  lasted  approximately  for  5-10  minutes.   She  knew  few 
specif  ics.  about  the  matter.  —  •  -.      ^ 
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PATSY  THOMASSON 

WHITE  HOUSE 

OPR  INTERVIEW 
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fEDERAL  BUREAU  OF  IKVESnCATION 


Patsy  I<*e  ThOBasBon  was  advised  of  the  identities  of 
the  interviewing  agents.  Ms.  Thosasson  was  interviewed  in  the 
presence  of  Judith  Wish,  Office  of  Professional  Responsibility, 
Departaent  of  Justice,  W.  Neil  Eggleston,  Associate  Cotinsel  to 
the  President,  Timothy  Dudley,  Counsel  for  Ms.  Thomasson  froB 
Little  Rock,  Arkansas,  based  law  firs  of  Wilson,  Engstron,  Corua, 
Dudley  and  Coulter. 

Ms.  Thoaasson  is  the  Special  Assistant  to  the  President 
for  Manageaent  and  Adainistration  and  Director  of  the  Office  of 
Adainistration,  White  House.  She  has  been  a  Special  Assistant  to 
President  Bill  Clinton  since  3/1/93.   She  reports  directly  to 
David  Hatkins,  Assistant  to  the  President  for  Manageaent  and 
Adainistration. 

He.  Theaasson  first  beeaac  aware  of  the  White  House 
Telegraph  and  Travel  Office  (WHTTO)  in  late  April,  1993,  in 
connection  with  her  duties  as  part  of  the  National  Perforaanee 
Review.   Proa  a  conversation  with  David  Watkins  in  early  to 
aid-May,  1993,  she  was  aware  of  the  role  of  the  WHTTO  and  that 
there  were  ruaors  of  probleas  in  the  WHTTO. 

She  attended  a  briefing  regarding  the  WHTTO  with  David 
Watkins  and  Catherine  Cornelius,  Special  Assistant  to  the 
Assistant  to  th'S  President  for  Manageaent  and  Administration, 
where  Ms.  Cornelius  described  "extravagant  lifestyles"  of  WHTTO 
employees,  incl^Jding  ownership  of  race  horses  and  vacation  hoaes. 
Because  of  a  lack  of  pertinent  details  about  the  race  horses  and 
vacation  hoaes,  she  was  not  convinced  that  there  was  a  problem. 
Ms.  Cornelius  was  unable  to  provide  details  such  as  what 
percentage  of  tlie  horses  was  owned  by  the  WHTTO  employee  and 
whether  or  not  ^U>e  vacation  hoaes  had  been  inherited. 

After  Ms.  Cornelius  left  the  aeeting,  Mr.  Watkins  was 
concerned  that  "where  there  was  smoke,  there  might  be  fire."  In 
April  there  had  been  a  comment  at  the  White  House  Correspondents' 
dinner  that  the  press  was  paying  too  auch  to  travel  with  the 


tr-mifummm       9/22/93 'm   Washington.  D.C.      khi 

Assistant  Inspectors  Allyson  A.  EimonsT'  and 
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pA'f^Q'ldn^yl 


YVit  tatrnwrnm  cMuiw  mhittt  ntmim»ad»imm  mm  fwrWii— ■  af  Aw  FBI    k  •  dM  pnfvn/  af  Mm  FBI  miJ  it  IbuH  i»  yom  tftaej; 

CZOOOSbt 


35 


Prcr.idcnt  and  that  eoaaent  bad  b*cn  reported  in  the  press. 
Mr.  Watkins  vas  eonecmed  that  the  Vbite  Bouse  would  be 
erltieixed  if  they  did  nothing. 

They  then  discussed  tfhat  should  be  done.  Ms.  Thoaasson 
knew  that  the  WHTTO  handled  reimbursable  accounts  and  she  thought 
that  they  needed  to  have  the  NHTTO  accounts  audited.   Since  the 
Hhite  House  executive  Banageaent  did  not  have  an  auditor,  she 
recoaaended  that  they  hire  a  certified  public  accounting  fira. 

Ms.  Thoaasson  knew  Larry  Benan  froa  the  KFMC 
Peat-Harwick  fira  because  be  had  volunteered  bis  services  as  part 
of  the  National  Perforaancc  Keviev.   She  consulted  with  the  White 
House  Procureaent  Office  and  learned  that  she  could  hire  the 
Peat-Karvick  fira  since  she  had  '^coapelling  and  exigent 
eircuastances"  based  on  the  inforaation  thus  far  gained. 

On  5/13/93.  Mr.  Watkins  discussed  the  situation 
concerning  the  HHTTO  with  Vincent  Foster,  Deputy  ffhite  House 
Counsel.   L>ater  that  saac  day,  she  and  Messrs.  Watkins  and  Foster 
briefed  Chief  of  Staff  Thoaas  F.  "Mack"  McLarty.  While  waiting 
to  sec  Mr.  McLarty,  Mr.  Foster  aentioned  that  "his  clients," 
aeaning  President  and  Mrs.  Clinton,  were  concerned  about  the 
WHTTO  aatter.  Mr.  McLarty  agreed  to  hire  the  Peat-Marwick  fira. 
Mr.  Watkins  hired  then  that  day  by  telephone  and  aade  Patsy 
Thoaasson  their  point  of  contact.  The  Peat-Marvick  fira  agreed 
to  start  their  audit  of  the  WHTTO  reiabursable  accounts  the  next 
day,  5/14/93.  Mr.  Watkins  had  to  go  out  of  town  and 
Ms.  Thoaasson  agreed  to  keep  bia  inforaed  while  be  vas  away. 

Ms.  Thoaasson,  Williaa  Kennedy,  Associate  White  House 
Counsel,  Jennifer  0' Conner,  and  Mathew  Moore,  froa  the  Office  ef 
Manageaent  and  Adainistration,  set  with  the  Peat-Marwick  auditor 
at  about  7:00  a. a.  on  5/14/93.  Ms.  O'Conncr  and  Mr.  Moore  were 
supposed  to  determine  what  functions  the  WHTTO  perf oraed  and 
evaluate  whether  or  not  all  ef  the  WHTTO  eaployees  were  needed. 
The  audit  began  around  7:30  a. a.  on  5/14/93.  The  auditors 
briefed  Ms.  Thoaasson  and  Messrs.  Foster  or  Kennedy  every  hour  or 
two.  Late  Friday,  5/14/93,  Mr.  Foster  caac  to  Ms.  Thoaasson's 
office  and  asked  how  the  audit  vas  progressing.  Mr.  Foster  beard 
Ms.  Thoaasson  call  Mr.  Watkins  and  give  hia  an  update. 
Mr.  Watkins  asked  to  speak  to  Mr.  Foster.  Mr.  Foster  encouraged 
Mr.  Watkins  to  update  "the  clients"  (the  Clintons}  on  the  WHTTO 
aatter. 
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On  5/14/93,  Mr.  X*nn«dy  sentioncd  to  Ms.  Thonasson  that 
the  FBI  bad  been  called,  and  Mr.  Kennedy  would  be  the  FBI's  point 
of  contact.  The  audit  continued  en  5/15/93. 

During  the  afternoon  of  5/15/93,  two  FBI  agents  cane  to 
the  Mhite  House  to  be  briefed  by  the  Peat-Marwick  auditor. 
Ms.  Thonasson  was  present.  The  auditor  reported  that  there  were 
not  enough  records  to  perfora  a  "real  audit.*  The  WKTTO  operated 
as  follows:  They  would  estinate  the  cost  of  a  trip  and  bill  the 
press  people  taking  the  trip.  When  the  bills  cane  in,  the  nexii: 
group  of  press  people  were  charged  more  or  less  to  sake  up  any 
overcharge  or  undercharge  from  the  previous  trip,  even  if 
different  press  representatives  were  on  the  second  trip.  There 
was  a  discussion  of  whether  the  Peat-Marwick  review  would 
continue  or  whether  the  FBI  should  come  in  and  start  their  own 
investigation.  All  agreed  that  the  Peat-Marwick  review  should 
continue  'ind  the  results  would  be  given  to  the  FBI  as  soon  as 
possible.  Ms.  Thoaasson  did  not  recall  any  discussion  of  whether 
or  net  the  HHTTO  enployees  should  be  terainated. 

The  Peat-Marwick  auditor  worked  on  Sunday,  5/16/93, 
while  Ms.  Thonasson  worked  at  her  desk.   On  Monday,  5/17/93, 
Ms.  Thonasson  gave  Mr.  Katkins  the  conplete  update. 
Ms.  Thonasson  had  grave  concerns  over  the  aanagenent  of  the  WHTTO 
and  they  talked  about  terminating  the  HHTTO  enployees. 
Ms.  Thonasson  thinks  Mr.  Vlatkins  discussed  the  temination  of  the 
WHTTO  enployees  with  Messrs.  Foster,  Kennedy  and  MclArty  and 
reconnended  that  they  be  fired.   She  has  a  vague  recollection  of 
sone  discussion  regarding  the  WHTTO  enployees  staying  on  so  they 
could  be  available  for  the  FBI  investigation.   By  late  Monday, 
Mr.  Watkins  had  decided  to  terainate  the  WHTTO  enployees. 

Ms.  Thonasson 's  next  role  was  helping  to  arrange  for 
the  handling  of  eoanercial  travel  for  White  House  office  staff 
and  charter  business  which  had  previously  been  perforsed  by  the 
WHTTO.   She  called  the  Personnel  Director  and  advised  that  the 
WHTTO  enployees  would  be  leaving.  Brian  Foucart,  Acting  Director 
of  the  White  House  Adninistrative  Office,  went  with  David  Watkins 
to  fire  the  WHTTO  enployees.   Jennifer  O'Conner  prepared  the 
press  talking  points  about  their  tenaination. 

Either  late  Wednesday,  5/19/93,  or  en  Thursday, 
5/20/93,  Mr.  Watkins  called  Ms.  Thonasson  and  asked  her  to  bring 
Larry  Heraan,  the  Peat-Marwick  auditor,  to  George  Stephanopoulos' 
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office.  Thty  vcr*  nceting  with  soae  Beabers  of  -the  press  and 
were  trying  to  answjr  questions.  Ms.  Tboaasson  could  provide  no 
further  intonation  regarding  this  aeeting. 

On  S/21/93,  Ms.  Thomasson  was  with  Mr.  Kennedy 
answering  a  letter  froa  Senator  Bond  trtien  Mr.  Kennedy  was  called 
away  to  a  aeeting  in  Mr.  Stephanopoulos '  office.   She  continued 
to  work  on  the  response.  Later,  Mr.  Matkins  told  her  that  he  had 
been  at  the  saae  aeeting,  but  did  not  elaborate  on  its  purpose. 

Ms.  Thoaasson  was  interviewed  for  the  Khite  House 
Travel  Office  Manageaent  Review  by  Andre  Oliver.   She  had  two 
conversations  with  Vince  Foster  after  the  report  was  issued.   Zn 
the  first  conversation,  Mr.  Foster  asked  her  if  she  had  read  the 
report  and  she  told  hia  she  had  not.  When  be  asked  her  why  she 
had  not,  she  told  hia  that  she  had  gone  boae  in  tears  after 
republicans  had  aisrepresented  their  handling  of  the  MHTTO  aatter 
and  she  did  not  want  to  do  it  again.  He  told  her  that  she  had 
aadc  a  wise  choice  because  the  report  would  aake  her  angry. 
Mr.  Foster  did  not  agree  with  soae  of  the  inferences  in  the 
report.  For  exaaple,  Harry  Thoaason,  Thoaason,  Kichland  and 
Martens  (TRM) ,  had  coaplalned  about  the  actions  of  the  WHTTO  but 
was  not  interested  in  their  business.  However,  the  report  aade 
it  appear  as  though  he  was  activated  by  his  own  self-interest. 
Mr.  Foster  asked  her  how  Mr.  Hatkins  was  dealing  with  the 
repriaand.  She  told  hia  that  Mr.  Watkins  was  angry  because  be 
had  been  advised  to  hire  a  lawyer.  All  of  thea  were  upset 
because  they  had  been  trying  to  aake  things  better  and  it  had 
turned  into  soaething  very  negative. 

The  second  conversation  with  Mr.  Foster  took  place  in 
bis  office.  He  had  called  Ms.  Thoaasson  and  asked  her  to  eoae  to 
his  office.  He  wanted  to  know  if  she  and  Mr.  Hatkins  were  all 
right.   She  told  hia  that  they  were  fine.  At  the  tiae,  she  did 
not  think  Mr.  Foster  was  any  aore  censuaed  by  the  HHTTO  aatter 
than  any  of  the  rest  of  thea.  Mr.  Foster  did  not  aention  the 
FBI. 

Everyone  in  her  office  thought  that  the  press  accounts 
of  the  WHTTO  aatter  were  unfair.  Mr.  Foster  never  specifically 
aentioned  the  FBI  to  her.  Mr.  Kennedy  never  discussed  his 
contacts  with  the  FBI  with  her. 
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John  Podesu  opened  with  explanation  that  this  interview  is  for  the  purposes  of  a  managemem 
review,  not  an  investigation.   He  noted  that  while  the  FBI  may  call  upon  Jeff  for  their  investigation, 
that  is  not  the  purpose  of  the  current  interview. 

John  then  asked  about  Jeffs  role  during  the  transition  and  about  his  current  role  in  media 
affairs.   Jeff  explained  that  he  spent  a  day  in  the  WH  during  transition,  discussion  press  operations 
with  Shawn  Walsh  of  the  Bush  Press  Office.   They  did  not  discuss  the  Travel  Office,  except  for 
passing  mention  when  Jeff  was  given  a  tour. 

Jeff  said  his  current  role  is  in  the  office  of  media  relations,  which  is  responsible  for  dealing 
with  all  press  outside  of  the  White  House  press  corps.    His  responsibilities  during  travel  include 
managmg  interviews  with  local  press  outlets.   Jeff  does  not  have  responsibility  for  travel 
arrangements  for  WH  press. 

John  asiced-when  Jeff  next  heard  about  the  WHTO.  Jeff  said  he  heard  "bits  and  pieces"  about 
the  office  from  Catherine  Q)melius  during  the  spring.   He  said  he  advised  her  that  if  "they*  were 
going  to  make  significant  changes  at  the  office,  then  "they"  should  involve  someone  from 
communications  early  on,  since  this  would  be  a  serious  move  as  far  as  the  press  is  concerned. 

Jeff  added  that  he  did  not  see  Catherine's  memo  on  reorganization  until  it  broke  in  the  press. 
He  said  he  first  heard  about  possible  improprieties  and  changes  at  the  office  was  late  April  or  early 
May,  from  Catherine.   He  indicated  that  he  was  not  involved  in  and  knew  little  from  Catherine's 
move  to  the  Travel  Office. 

John  asked  if  Catherine  told  her  anything  about  the  office.   Jeff  responded  that  she  mentioned 
"inefficiencies,"  and  he  deduced  that  there  were  problems.    When  asked  what  she  had  done  to  follow 
up  on  Jeffs  suggestion  that  someone  from  communications  be  involved  in  this  process,  Jeff  said 
Catherine  asked  Jeff  to  play  this  role         fiE''&l5;?*^'*'£St 


Jeff  described  his  next  significant  involvement  as  occurring  the  Wednesday  or  Thursday 
before  the  Travel  Office  story  became  public  [5/12  or  5/13).   On  that  day,  Jeff  was  called  by  "Harry 
or  CaiherLne'  and  told  they  "wanted  to  move  forward'  on  the  Travel  Office.     Jeff  walked  over  to  the 
East  Wing  office  used  by  Harry  to  discuss  the  matter     During  the  meeting,  Harry  recounted  Darrel 
Manens'  conversation  with  Billy  Dale.    After  about  10  minutes  of  discussion,  the  three  walked  over 
10  David  Watkins"  office 

Tlie  meeting  with  David  also  included  Palsy  Thomason  and  possibly  Matt  Moore  or  Brian 
Fouquan.    At  this  meeting,  Jeff  recommended  taking  action  as  soon  as  possible.   Jeff  says  he  was 
concerned  that  action  should  be  taken  before  any  representatives  from  the  WH  travel  office  left  on  the 
pre-advance  to  Tokyo     Further,  he  said  he  understood  from  Catherme  that  she  believe  staff  at  the 
WHTO  knew  action  was  imminent.    If  this  was  \i\it.  Jeff  suggested,  then  action  should  be  taken 
before  the  Travel  Office  employees  had  time  to  market  the  story  to  the  press  with  their  spin.   Jeff 
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says  he  had  spoken  with  Dee  Dee  and  George  and  recommended  pre-briefing  press  with  the  wires, 
the  Post,  and  George  Condon  of  the  Correspondents  Association.  Jeff  reports  that  George  had  told 
him  if  the  WHTO  staff  really  did  something  wrong,  we  should  take  action.   Jeff  says  he  specifically 
recommended  to  the  group  meeting  with  David  that  the  employees  be  sent  a  very  simple  letter, 
without  mentioning  the  FBI,  etc. 

At  this  point  in  the  interview  with  Jeff,  Mark  Gearan  asked  about  JefTs  knowledge  of  FBI 
involvement  at  this  point.   Jeff  said  he  thought  he  had  been  told  that  there  was  some  level  of 
involvement. 

Jeff  said  that  it  was  after  the  meeting  with  David  that  'tempers  got  hot*.  On  Friday,  he  met 
with  Mack.  Ricki  and  Vince  to  discuss  the  subject.   [Jeff  later  noted  that  Ricki  was  present 
coinddentally,  and  that  he  could  not  remember  having  discussed  the  issue  her  on  another  occasion.] 
At  this  meeting,  Jeff  again  recommended  that  if  action  was  imminent,  it  should  be  taken  soon  so  the 
WHTO  staff  coddn't  set  the  spin  for  the  action. 

Jeff  doei.  not  remember  any  action  over  the  weekend.   He  says  David  faxed  him  draft  talking 
points  and  the  Martens  memo  in  California. 

Gearan  zsked  Elier  if  the  Friday  meeting  had  led  to  closure  to  take  this  action.  Jeff  responded 
no,  the  meeting  had  been  open-ended. 

On  Tuesday  morning,  Jeff  shared  the  memo  and  talking  points  with  Dee  Dee  and  Dreyer. 
Dreyer  had  no  real  reaction,  but  Dee  Dee  seemed  to  think  it  would  be  a  big  deal.  Jeff  and  Dee  Dee 
spoke  again  abort  a  pre-briefing  plan.  Jeff  says  Dee  Dee  was  uncomfortable  about  including  the 
wires,  so  they  dtcided  to  meet  with  Condon  and  Al  Kamen.   Jeff  said  their  intent  was  to  make  this 
into  a  column  note  rather  than  a  full-blown  story. 

On  Tues<lay  night,  David  called  Jeff  and  told  him  he  planned  to  proceed  with  dismissals  on 
Wednesday. 

On  Wednesday,  Jeff  scheduled  and  did  pre-briefs  with  Kamen  and  Condon.   Then  "all  hell 
broke  loose' . 

Jeff  said  U  was  at  this  point  that  Devroy  started  pushing  the  Eller-Cornelius  relationship. 
George  and  Dee  Dee  recommended  Jeff  drop  out  of  the  issue,  and  as  of  Thursday  morning,  he  ended 
his  involvement. 

At  this  point  in  the  interview,  John  asked  if  Jeff  recalled  whether  the  talking  points  had 
included  mention  of  the  FBI  investigation. 

Jeff  responded  that  David  had  brought  him  a  new  version  on  Wednesday  morning  which  did 
mention  the  FBI.   (Jeff  is  not  certain  whether  or  not  the  draft  faxed  to  him  in  San  Diego  mduded  an 
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FBI  reference.]   David  returned  to  see  Jeff  later  on  Wednesday  morning  and  told  Jeff  to  delete  Eller 
mention  of  the  FBI.  Jeff  later  spoke  with  Dee  Dee  and  mentioned  the  change.   Dee  Dee  said  David 
had  not  told  her  of  the  change.   As  of  their  conversation.  Dee  Dee  had  already  confirmed  for  a 
reporter  the  fact  that  the  FBI  was  involved— working  from  the  earlier  talking  points. 

At  this  point  in  the  interview,  Todd  asked  Jeff  if  there  was  ever  discussion  of  who  would 
handle  travel  once  the  WHTO  employees  were  dismissed.   Jeff  responded  that  his  understanding  from 
Catherine  had  been  that  Worldwide  would  handle  commercial  travel  for  staff,  and  that  she  would 
handle  press  charters. 

Todd  asked  if  Jeff  was  aware  of  TRM's  role  in  seeking  the  change  at  WHTO.  Jeff  said  he 
knew  nothing  about  TRM  until  Harry  conveyed  Martens'  conversation  in  their  initial  East  Wing 
meeting.  Jeff  said  he  had  asked  Harry  during  the  East  Wing  meeting  if  he  was  interested  in  the 
business,  and  Harry  said  no,  he  wasn't,  it  wasn't  much  money  and  it  was  too  dose  and  wouldn't 
seem  right. 

John  asked  Jeff  if  he  knew  how  the  Vice  President's  Performance.  Review  had  been  brought 
into  this.  Jeff  says  he  did  not  know.  Jeff  said  he  saw  the  mention  of  the  Performance  Review  in  the 
talking  points  and  should  have  called  Maria  at  the  time.  Jeff  said  it  has  since  been  made  clear  that 
there  was  no  connection  between  the  WHTO  and  the  Performance  Review. 

John  asked  if  Jeff  has  any  knowledge  of  any  other  Martens  proposals  currently  circulating. 
Jeff  responded  that  he  does  not. 

John  asked  if  Jeff  lives  with  Catherine.  Jeff  responded  that  no  he  does  not.  John  asked  if 
Jeff  knew  if  she  took  any  documents  home  with  her.  Jeff  responded  that  Catherine  mentioned  to  him 
that  she  was  working  at  home,  but  he  did  not  know  what  that  he  detailed.  Jeff  said  he  lived  with 
another  woman  until  mention  of  his  relationship  with  Catherine  appeared  in  the  paper.  Jeff  said  there 
were  times  when  Catherine  was  saying  very  little  to  him,  and  that  people  "probably  think  I  know  a  lot 
more  than  1  do"  about  the  WHTO. 

John  asked  if  the  involvement  of  Worldwide  had  raised  any  sense  of  caution.  Jeff  responded 
"No.  1  didn't  know  then  what  I  know  now."  Jeff  said  he  does  not  know  Penny  Sample  and  had  not 
worked  with  Air  Advantage. 

Jeff  said  he  had  not  talked  with  Ricki  about  this,  except  during  the  Friday  meeting  with 
Mack.    He  said  that  Ricki  "just  happened  to  be  there  when  I  met  with  Mack". 

John  asked  if  Jeff  had  heard  rumors  about  WHTO  staff  owning  race  horses,  mansions,  etc. 
Jeff  responded  that  he  had  heard  the  rumors,  but  no  evidence.    He  said  he  heard  these  rumors  firom 
"inside",  but  not  before  the  week  the  employees  we  dismissed.    Mark  asked;    you  didn't  know  before 
they  were  fired?   To  which  Jeff  responded,  not  before  that  week.    Mark  asked:   so  why  move  to 
dismiss  them,  because  they  were  bad  people?   Jeff  said  that  he  was  under  the  impiession  that  there 
might  be  wrong  doing. 
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Todd  asked  if  Jeff  knew  why  Hany  was  pressing  the  issue.   Jeff  said  he  didn't  know.   Jeff 
added  thai  Harry  agreed  that  it  was  important  to  id  quickly  so  the  WHTO  employees  couldo't  act  to 
prevent  our  message  from  getting  out. 

Todd  asked  if  Jeff  knew  of  anyone  else  involved  in  this;  Jeff  said  no.  Jeff  said  he  threw  away 
all  documents  on  this  on  the  Thursday  be  removed  himsdf  from  the  issue.   He  said  he  didn't  think  he 
had  any  e-mail  on  the  subject.  He  said  be  might  have  a  draft  of  the  talking  points  on  his  hard  drive, 
and  he  would  check  and  see. 

Todd  asked  if  he  had  evec  discussed  the  matter  widi  Bmce.  Jeff  said  he  might  have,  since  be 
was  on  the  trip  to  California.  He  couldn't  recall  giving  Bnice.any  paper  on  the  subjea. 
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KtMORxmrnt 


TO:  554HHT0  Til* 

ntOK:  Judith  Wish 


SUBJECT:       Kcvicw  of  Notes  of  Vincent  Fester  6/3/93  Intcrvisw 
by  John  Podests  and  Todd  Stem 

Neil  Eggleston  infomcd  ■•  that  Vincent  Foster  ves  interviewed 
by  John  Podesta  and  Todd  Stem  on  June  3,  1993  in  conjunction  with 
the  White  House  Travel  Office  Manageaent  Review.  The  notes  of  that 
interview  were  typed  up  and  Eggleston  provided  »e  with  a  copy  to 
review  in  his  office.   I  did  so  and  sade  the  following  notes: 

May  12,  aid-afternoon: 

Watkins  called  requesting  an  urgent  aeeting  and  insisted 
that  Foster  aeet  before  he  went  to  get  a  haircut  as  scheduled. 
Watkins  came  to  Foster's  office  with  Harry  Thoaason  and  Catherine 
Cornelius. 

Foster  had  aet  Harry  Thoaason  for  the  first  tiae  for  3  0 
seconds  the  day  before  (5/11)  to  discuss  soae  issues  regarding  the 
Inaugural  Coanittee.  Foster  say  Thoaason  again  on  5/12  aorning  at 
a  aeeting  on  soae  "faaily  issues."  At  the  conclusion  of  that 
aeeting,  Thomason  had  said  he  aight  need  to  see  Foster  on  soae 
issue  regarding  graft  or  soaething. 

When  Thoaason  accoapanied  Watkins  to  Foster's  office  that 
afternoon,  Foster  figured  it  aust  be  in  regard  to  the  issue 
Thoaason  had  aentioned. 

Watkins  gave  a  brief  overview,  said  Thoaason  and 
Cornelius  had  separately  brought  aaterial  to  his  attention 
regarding  the  possibility  of  wrong-doing  and  the  question  was:  how 
to  proceed.  Watkins  gave  Foster  the  Marten's  aeao  and  Foster 
glanced  at  it.  He  did  not  know  whose  aeao  it  was.  He  noted  the 
key  points:  sole  source  contract;  although  the  naaes  had  changed, 
the  contract  seeaed  to  be  with  the  saae  source  over  the  past  few 
years. 

Thoaason  said  it  was  highly  suspicious  that  one  set  of 
people  had  been  handling  the  flights.  At  this  or  a  later  aeeting, 
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Cornelius  reported  that  she  had  seen  $72,000  in  checks 
Bade  payable  to  cash  in  the  last  year.  She  also  reported  that  she 
had  been  "cut  out"  by  the  Travel  Office  employees. 

Foster  asked  Hatkins  whether  the  Office  of  Administration 
had  the  capacity  to  conduct  an  audit.  Natkins  said  no.  Cornelius 
said  that  she  had  copies  of  soae  checks.  Foster  suggested 
reconvening  at  4  p. a. 

Foster  got  a  haircut,  got  picked  up  by  Bill  Kennedy  and 
returned  to  aeet  at  4  p.n.  On  the  way  back,  Foster  updated  Kennedy 
on  vhat  he  had  learned  and  asked  hio  to  cose  to  the  aeeting. 
Kennedy  said  that  he  had  heard  rumblings  about  irregularities  at 
the  Travel  Office,  but  no  specifics. 

The  second  aeeting  began  with  Cornelius  recounting  her 
findings.  The  focus  was  on  the  checks  aade  out  to  cash  (she  had 
copies  of  soae)  and  sone  original  records.  Foster  noted  that  all 
the  checks  to  cash  were  'signed  and  endorsed  by  the  same  person. 
That  eeened  unusual. 

Cornelius  also  discussed  the  fact  that  there  was  no 
competitive  bidding;  that  she  knew  of  no  back-up  for  petty  cash; 
that  the  bank  statements  from  a  non  private  bank  account  had  a  high 
volume  of  assets.  Cornelius  discussed  lifestyles  of  the  Travel 
Office  employees  -  she  said  she  had  overheard  conversations  that 
suggested  that  some  owned  race  horses,  lake  homes,  etc. 

Katkins,  Thomason  or  Cornelius  suggested  that  the  amount 
the  press  was  paying  for  charters  seemed  high.  Katkins  said  there 
were  also  management  concerns  -  Cornelius  had  reported  to  Katkins 
that  the  employees  made  racist  and  sexist  comments  and  that  they 
did  not  work  full  time. 

Foster  said  the  implication  was  that  Cornelius'  comments 
applied  to  all  7  employees.  Foster  asked  Cornelius  to  break  out 
the  lifestyle  issue  —  she  said  X  owns  this,  y  owns  that,  etc. 
Kennedy  and  Foster  said  this  was  evidence  of  potential  wrong-doing 
and  they  could  not  ignore  it.  At  the  same  time,  they  thought  it 
could  be  nothing. 

Foster  asked  Kennedy  how  he  was  going  to  investigate  the 
Batter.  Kennedy  said  he  would  have  to  get  his  arms  around  it.  The 
fact  that  there  were  no  auditors  available  was  discussed  again. 
Foster  said  he  was  surprised  that  OA  did  not  have  the  capacity  to 

perform  an  audit. 

Katkins  said  if  the  need  to  replace  the  Travel  Office 
staff  arose,  he  would  find  someone  for  a  short  term  and  then  bid 
out  the  contract.  Thomason  said  emphatically  that  he  would  not 
have  anything  to  do  with  it.   Katkins  acknowledged  this. 
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May  13: 

Foster  spoke  vit:h  Kennedy  about  this  sometiae  on  Hay  13. 
Kennedy  said  he  had  contacted  the  FBI  agent  he  has  regular  contact 
with,  and  that  he  had  a  meeting  set  up.  Sone  representatives  from 
the  FBI  had  already  been  over  but  not  the  right  people,  Kennedy 
told  Foster,  so  he  had  set  up  a  »eeting  later  with  the  right 
people.  Foster  joined  that  «eeting  late.  Foster's  impression  was 
that  Kennedy  had  explained  the  "fuzzy"  situation  end  ti.e  FBI 
responded  with  a  fuzzy  discussion  of  what  to  do.  Foster  and 
Kennedy  also  told  the  agents  that  they  did  not  want  to  do  anything 
that  would  interfere  with  FBI  activities.  At  the  saae  tine, 
however,  they  told  then  the  whole  thing  could  be  innocent.  "Ok  Kt 
agents  asked  to  talk  to  Cornelius.  She  caae  to  Kennedy's  office. 
Foster  left  before  the  discussion  began  and  he  thinks  Kennedy  left 
shortly  thereafter. 

Foster  net  later  with  Watkins  and  possibly  Patsy 
ThoDBsson.  Katkins  said  he  had  arranged  for  auditors  who  were 
around  for  the  Core  Performance  Review.  Watkins  said  his  Perfor- 
mance Review  Team  was  going  to  be  in  on  Monday. 

Foster  returned  and  met  with  the  FBI .  He  told  them  there 
might  be  a  better  way  to  proceed  —  i.e.,  auditors  —  but  he' could 
not  remember  if  he  told  the  agents  about  the  auditors  then.  The 
Bureau  reported  they  might  have  something  based  on  the  conversation 
with  Cornelius  and  they  mentioned  kickbacks.  Foster  said  he 
considered  this  odd,  because  the  possibility  had  seemed  distant  to 
Foster.  The  FBI  said  they  had  to  check-in  with  their  superiors, 
and  left  with  the  understanding  from  Foster  that  the  White  House 
was  still  deciding  how  to  proceed. 

Foster  and  Katkins  met  with  Hack  McLarty  that  afternoon. 
Their  basic  message  was  that  we  should  begin  with  the  auditors, 
taking  a  business  like  approach.  The  meeting  was  very  brief  and 
was  just  an  opportunity  to  update  Hack.  Patsy  Thoroasson  was  there. 
Hatkins  began  by  laying  the  groundwork  on  how  to  proceed. 

Later,  the  FBI  called.  Kennedy  had  come  over  so  Foster 
and  Kennedy  met  together  with  the  agents.  At  this  point  or  before, 
Kennedy  and  Foster  told  the  FBI  that  outside  auditors  were  going  to 
do  a  review  of  the  Travel  Office  and  that  Foster  and  Kennedy  would 
report  to  the  FBI  if  needed.  The  FBI  agents  thought  this  was  a 
good  plan,  but  raised  a  concern  that  testimony  by  the  auditors 
might  not  be  admissible  evidence.   Foster  disagreed. 

Kennedy  asked  about  the  interview  with  Cornelius.  The 
agent  said  she  was  bright,  helpful,  and  not  advocating  any 
particular  position.  They  said  the  story  sounded  fishy,  but  maybe 
it  would  amount  to  nothing. 
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Watkins  subsequently  told  Foster  that  the  auditors  would 
be  coBing  on  Friday,  May  14  and  that  he  would  be  out  of  town. 

May  14: 

Foster  aet  with  Patsy  Thoaasson,  Z<arry  Heman  and  the 
Peat  MarwicX  teas.  They  agreed  to  report  their  findings  every  two 
hours.  They  decided  to  keep  the  lawyers  out  of  the  audit  and  try 
to  keep  a  low  profile  so  that  the  Travel  Office  eaployees  would  be 
sore  forthcoaing. 

Foster  briefed  Ricki  Seidaan,  counsel  to  McLarty,  at 
•bout  8:30  a. a.  Seidaan  asked  Foster  to  join  a  aeeting  with  Jeff 
Eller  and  Mcl^rty.  Eller  pushed  hard  for  the  disaissal  of  the 
Travel  Office  eaployees  that  day.  He  argued  that  the  White  House 
needed  to  get  ahead  of  the  story  since  there  was  soae  indication  of 
wrong  doing  and  the  White  House  could  show  that  they  had  gone  in 
their  and  done  the  right  -thing;  in  addition,  he  feared  that  the 
Travel  Office  eaployees  had  a  relationship  with  the  press  and  would 
use  it  to  their  advantage.  Seidaan  listened;  McLarty  said  to 
proceed  as  planned  with  the  auditors  first. 

Foster  said  the  first  report  that  eaae  in  froa  "the 
auditors  basically  said  that  the  Travel  Office  had  bad  records. 
The  second  report  was  a  little  harsher.  After  this  call,  Eller 
called  and  again  pushed  for  action  on  Friday.  Eller  said  he  had 
spoken  with  Stephanopoulos  and  Myers.  Foster  interpreted  Eller *s 
coanents  to  indicate  Stephanopoulos  and  Myers  endorsed  the 
disaissal  action. 

Foster  told  Eller  he  needed  to  say  out  of  coaaunicatjons 
and  aanageaent  decisions.  Foster  found  Watkins  and  told  hia  he 
needed  to  talk  to  Eller. 

The  'jhird  report  froa  the  auditors  noted  the  discrepan- 
cies in  petty  cash  for  7  of  17  checks  and  that  they  still  needed  to 
keep  looking. 

May  16: 

At  a  noon  aeeting  with  the  auditors,  the  aanageaent  and 
fraud  issues  were  discussed  and  Foster  suggested  that  Kennedy  aeet 
with  the  FBI  and  provide  then  with  an  update.  A  5  p. a.  aeeting  was 
set  up  with  the  auditors  and  agents. 

May  17: 

Watkins  told  Foster  that  he  planned  to  disaiss  the  Travel 
Office  eaployees  in  the  next  two  days. 

May  19: 
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Foster  reviewed  Watkins*  talking  points  on  Wednesday 
Borning  and  saw  the  reference  to  an  FBI  investigation.  Kennedy  and 
Foster  told  WatXins  to  renove  that  reference  and  not  to  sent  ion  the 
investigation.  Later,  Foster  heard  that  Dee  Dee  had  announced  the 
investigation. 

May  21: 

Nussbaus  asked  Foster  to  join  hia  in  a  aeeting  in 
Stephanopoulos *  office.  Nussbaum,  Foster  said,  had  been  only 
peripherally  involved,  "He  had  no  fault  in  this,"  Foster  said. 
NussbauB  grabbed  Foster  for  the  aeeting  with  Stephanopoulos.  The 
initial  purpose  was  to  discuss  Larry  Heman's  connection  to  the 
investigation.  After  Heraan  left,  Stephanopoulos  asked  about  the 
FBI  connection.  Kennedy  arrived  and  described  their  involvenent. 
Rieki  Seidnan,  Watkins  and  Foster  then  left  the  aeeting  and  vent  to 
review  the  draft  audit  report  which  the  White  House  wanted  to 
release  to  the  p\iblic  that  afternoon. 

Later,  they  aet  with  Collingwood.  There  were  a  lot  of 
people  in  Stephanopoulos'  office.  Stephanopoulos  said,  "is  it  ok 
for  us  to  say,  based  on  what  you  said,  that  their  was  cause  for  the 
FBI  investigation."  There  was  no  discussion  about  the  release  of 
the  FBI  response. 

Foster  said  he  knew  the  findings  of  the  audit  report  on 
May  17  and  that  he  was  not  aware  of  any  suggestion  to  hold  the 
dismissals  until  after  the  report  was  eoaplete. 

Foster  also  said  that  he  never  discussed  the  issue  with 
Susan  [Thomases]   nor  with  anyone  at  DOJ. 
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John  opened  with  explanation  that  this  is  an  internal  management  review,  not  an  investigation. 
Vince  explained  concerns  he  has  about  client  privilege,  and  express  the  importance  that  someone 
review  and  think  thoroughly  about  the  issue  before  attempting  to  waive  any  privilege.   Vince  pointed 
out  that  all  notes,  etc,  will  likely  be  discoverable  in  one  of  the  many  investigations  going  on,  and  that 
it  is  important  that  this  be  considered  as  the  report  is  written  and  before  a  final  report  is  published. 


Vince  began  a  lengthy  explanation  of  the  events  related  to  the  WHTO  with  which  he  was 
involved,   (the  following  is  an  account  of  the  events  as  Vince  remembers] 

Mid-afternoon  oo  Wednesday,  May  12,  David  Watkins  called  him  requesting  an  urgent 
meeting.   He  insisted  that  Vince  meet  before  be  go  to  get  his  haircut,  as  scheduled.   David  came  to 
Vince's  office  with  Harry  Thomason  and  Catherine  Cornelius. 

Vince  bad  met  Harry  for  the  first  time  beyond  30  sec.  the  day  before  [5/1 1)  to  discuss  some 
issues  relating;  to  the  Inaugural  Committee.   He  had  seen  him  again  on  Wednesday  morning  at  a 
meeting  on  some  'family  issues'.   At  the  conclusion  of  the  Wednesday  morning  meeting,  Harry  bad 
said  he  might  need  to  see  Vince  about  some  issue  of  graft  or  something— although  Vince  does  not 
remember  what  word  Harry  used.   When  Harry  accompanied  David  to  Vince's  office  that  afternoon, 
Vince  figured  that  this  must  be  in  regard  to  the  issue  Harry  had  mentioned. 

David  opened  the  meeting  with  a  brief  overview  of  the  situation.   He  said  that  CC  and  HT 
had-separately,  as  Vince  understood  it-brought  materials  to  David  suggesting  the  possibility  of 
wrong-doing.   He  wanted  to  know  how  to  proceed.   David  gave  Vince  the  Marten's  memo,  which  he 
glanced  at.   \'ince  did  not  know  whose  memo  it  was.   As  he  read  it,  HT  summarized.   The  key 
points  Vince  gleaned  were  that  there  seemed  to  be  a  sole  source  contract,  and  that  although  the  names 
had  changed,  the  contraa  seemed  to  be  with  the  same  source  over  the  past  few  years. 

Thomason  expressed  the  view  that  this  it  was  highly  suspicious  that  one  set  of  people  had 
been  handling  he  flights.   Vince  recalled  that  at  this  or  a  later  meeting,  Harry  related  a  very  vague 
conversation  :;uggesting  that  a  friend  of  his  had  seen  what  he  considered  possible  evidence  of 
kickback. 

Catherine  reported  that  she  had  seen  $72,000  in  checks  made  payable  to  cash  in  the  last  year. 
She  also  reponed  that  she  had  been  "cut  out"  by  the  employees  at  the  WHTO. 

Vince  asked  David  about  the  OA's  capacity  to  audit.    DW  said  thy  had  none.   CC  said  she 
had  copies  of  some  checks.    Vince  suggested  they  reconvene  at  4  pm. 

Vina:  got  his  haircut,  got  picked  up  Bill  Kennedy,  and  returned  to  meet  at  4  pm.   On  the  way 
back,  VF  gave  Kennedy  a  summary  of  what  he  had  learned.    Kennedy  said  he  had  heard  rximblings 
about  irregulcxities  at  WHTO,  but  no  specifics. 


CGEPR  0240 


r 


90 


Foster  Imerview 
DCH  notes 
June  3.  1993 
Page  2 

The  meeting  began  with  Catherine-David  and  Harry  may  have  been  there  from  the 
beginning,  but  Vince  wasn't  sure.   Catherine  recounted  her  flndings.   Her  principle  focus  was  on 
checks  made  out  to  cash;  she  had  copies  of  some  such  checks.   She  also  had  some  original  records. 
Vince  said  he  noticed  that  all  the  checks  made  out  to  cash  had  been  signed  and  endorsed  by  the  same 
person,  which  he  said  seemed  unusual.   Catherine  also  discussed  the  faa  that  there  was  no 
competitive  bidding;  that  she  knew  of  do  back-up  for  peoy  cash;  that  bank  statements  from  a  non- 
private  bank  account  had  a  high  volume  of  assets.   Catherine  also  discussed  the  'lifestyle*  of  WHTO 
employees.    She  said  conversations  she  overheard  suggested  that  WHTO  employees  owned  race  horse 
and  lake  homes. 

One  of  the  three— David,  Harry,  or  Catherine— suggested  that  the  cost  the  press  was  paying  for 
the  charters  seemed  high.    David  said  there  were  also  management  concerns,  as  CC  had  reported  to 
David  that  employees  made  racist  and  sexist  comments,  and  that  they  did  not  work  full  time. 

Todd  asked  if  Catherine  made  references  to  all  7  employees.   Vince  said  the  implication  was 
really  all  of  them.   He  asked  her  to  break  it  out  for  him,  and  she  said  so  and  so  owns  this,  and  named 
several  of  the  employees. 

Bill  and  Vince  explained  that  as  they  had  evidence  of  potential  wrong-doing,  they  could  not 
ignore  it.   At  the  same  time,  they  thought  it  could  still  be  nothing. 

Vince  asked  Bill  how  he  was  going  to  investigate.  Bill  said  he'd  have  to  get  bis  arms  around 
it.   The  fact  that  there  were  no  auditors  available  was  discussed  again.   Vince  said  he  was  surprised 
OA  didn't  have  capacity  to  audit. 

David  said  that,  if  the  need  to  replace  the  WHTO  staff  arose,  be  would  find  someone  for 
short  term  and  then  bid  out  the  contraa.    At  this  point,  Harry  Thomason  said  emphatically  that  be 
wouldn't  have  anything  to  do  with  it.   David  acknowledged  this. 

Vince  spoke  with  Kemiedy  about  this  sometime  on  Thursday.    Kennedy  said  he  had  contaaed 
the  FBI  agent  he  has  regular  contaa  with,  and  that  he  had  a  meeting  set  up.   Some  reps  from  the  FBI 
had  already  been  over,  Kennedy  told  VF,  but  it  wasn't  the  right  people,  so  be  had  set  up  a  meeting 
later  with  the  right  people.    VF  Joined  the  meeting  late.   Vince's  impression  was  that  Bill  had 
explained  our  'fuzzy*  situation,  and  they  had  responded  with  a  fuzzy  discussion  of  what  to  do.    Vince 
and  Bill  also  told  the  agents  that  they  did  not  want  to  do  anything  which  would  interfere  with  FBI 
activities.    At  the  same  time,  we  told  them  the  whole  thing  could  be  innocent. 

(Todd  asked  something  about  documents,  to  which  Vince  responded  that  Catherine  had  said 
that  she  had  the  originals  because  she  had  tried  to  replace  them,  but  found  that  the  place  where  the 
documents  were  stored  had  been  locked-up.| 

The  FBI  asked  to  speak  with  Catherine.   She  came  to  Bill's  ofTice,  but  Vince  left  before  the 
discussion  began.    Vince  thinks  Kennedy  left  shortly  afler. 
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Vince  later  met  with  David,  and  maybe  Patsy.    He  said  he  had  arranged  for  auditors,  who 
were  around  for  the  Gore  Performance  Review.   He  said  his  Performance  Review  teams  was  going  to 
be  in  on  Monday  .  .  . 

Dwight  asked  if  David  had  meant  that  the  auditors  were  going  to  be  on-campus  in  their 
capacity  for  the  Performance  Review.    Vince  responded  that  know,  David  had  meant  his  review  team. 
They  had  reviewed  some  OA  offices,  including  the  Exec.  Residence  so  far,  David  said. 

So  Vince  returned  and  met  with  the  FBI.   He  told  them  they  might  have  a  better  way  to 
proceed-by  which  he  meant  the  auditors-althougb  he  can't  remember  if  he  told  the  agents  about  the 
FBI  then.  The  FBI  reponed  that  they  thought  they  might  have  something  based  on  the  conversation 
with  CC.   Specifically,  they  mentioned  the  possibility  of  kickbacks.   Vince  said  he  considered  this 
odd,  because  the  possibility  had  seemed  distant  to  Vince.   Tbey  said  they  had  to  check-in  with  their 
superiors,  and  they  left  with  the  understanding  from  Vince  that  the  WH  was  still  deciding  how  to 
proceed. 

Vince  said  tiiat  he  and  David  met  with  Mack  that  afternoon.  The  basic  message  was  that  we 
should  begin  with  auditors-a  business-like  approach.   The  meeting  was  very  brief,  and  was  just  an 
opportunity  to  bring  Mack  up  to  date.   Patsy  may  have  also  been  there,  David  began  the  meeting  by 
laying  the  groundwork  on  how  to  proceed,  etc. 

Later  in  the  day,  the  FBI  called.   Bill  had  come  over,  so  they  spoke  with  them  together.   At 
this  point,  if  not  before,  Vince  and  Bill  told  the  FBI  that  outside  auditors  were  going  to  go  in  to  the 
WHTO,  and  the  Vince  and  Bill  would  report  to  the  FBI  if  needed.  The  agent  they  talked  to  was  fine 
with  this  plan,  exciepi  he  raised  the  concern  that  testimony  provided  by  Peat  might  not  be  evidence, 
whereas  FBI's  findings  would  be.   Vince  disagreed  with  this  assessment. 

Bill  asked  about  the  interview  with  CC.   They  said  she  was  bright  and  helpful,  not 
advocating.   They  said  the  stories  sounded  fishy,  but  maybe  amount  to  nothing.   Vince  added  that  he 
likewise  found  CC  willing  to  be  helpfiil,  but  not  pushing  a  certain  story. 

David  told  me  the  auditors  were  coming  Friday,  and  that  he  was  going  to  Arkansas  for  his 
daughter's  graduation.   I  did  not  object. 

On  Friday,  Vince  met  with  Patsy  and  Larry  Herman  and  the  Peat  team.    They  agreed  to 
report  every  two  hours  on  their  findings.    We  decide  lawyers  should  stay  out  of  this,  to  try  to  keep  a 
low  profile  and  that  the  WHTO  employees  will  be  more  forthcoming. 

Vince  then  went  to  tell  Ricki.    He  gave  her  the  general  background.  This  was  around  8;30 
am.    Before  he  could  get  back  upstairs,  Ricki  found  Vince  and  asked  him  to  join  in  a  meeting  with 
Mack  and  Jeff.   Jeff  pushed  hard  for  action  on  that  day.    He  said  we  needed  to  get  ahead  of  the  story- 
-the  employees  have  a  relationship  wit  the  press,  and  there  is  some  indication  of  wrong-doing.  Jeff 
said  Friday  5p  is  the  right  time  to  release  this.   Ricki  just  listened.   Mack  said  we  should  proceed  as 
planned  with  the  auditors  first. 
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Todd  asked  if  anyone  else  was  pushing  for  quick  action.    Vince  said  Harry  was  pushing  for 
action  because  he  thought  it  would  be  a  good  story-go  in  there  and  do  things  right. 

Returning  to  his  account,  Vince  said  the  first  rqwrt  came  in  from  the  auditors  and  basically 
said  the  TO  had  bad  records.   The  second  rqx>rt  was  a  little  harsher,  but  now  much  yet.   After  this 
call,  Eller  called.   He  knew  the  same  amount  as  Vince,  but  he  was  pushing  for  aaion  on  Friday.  Jeff 
told  Vince  he  bad  spoken  with  George  and  DD.   Vince  said  he  interpreted  Jeffs  comments  to  indicate 
that  George  and  DD  endorsed  dismissal  and  action. 

Vince  told  Jeff  be  needed  to  stay  out  of  communications  and  management  decisions.   He 
found  David,  and  told  bim  he  needed  to  talk  to  Jeff  about  his  concerns. 

The  3d  report  from  the  auditors  indicated  discrepancies  in  accounting  of  petty  cash  for  7  of  17 
checks  but  they  still  needed  to  keep  looking. 

On  Saturday,  Vince  say  Patsy  in  the  morning.   He  came  for  a  12p  meeting  with  the  auditors 
since  Bill  couldn't  be  there.   Larry,  Patsy,  Jennifer,  and  one  other  person  was  there.  The  highlights 
of  the  rqmrt  included:  horribly  sloppy,  etc;  billed  off  estimates  not  cost  of  trips,  adjusting  dirough 
future  trips;  and  most  of  this  was  in  Billy's  head.   On  the  fraud  side,  Vince  said,  the  auditors 
discussed  the  7  of  17  checks  to  petty  cash  with  inadequate  accounting;  the  fact  that  Dale  had  pulled 
$2,800  out  of  his  desk  to  account  for  one  discrepancy;  that  the  avg.  cash  balance  of  the  checking 
account  had  dropped  from  SI  million  during  1992  to  S300,000  during  the  spring  of  1993.  This  last 
item  was  potentially  serious,  Vince  felt. 

Todd  asked  if  the  auditors  made  any  distmction  among  7  WHTO  suff.    Vince  said  bis 
impression  was  that  2  people— Wright  and  Dale— had  check -writing  authority,  but  that  any  staffer 
traveling  was  responsible  for  accounting  for  petty  cash  taken.    Vince  said  this  goes  back  to  his 
understanding  that  David  had  planned  to  downsize  the  office  because  they  bad  duplicate  functions 
with  what  some  advance  staff  do. 

After  the  noon  meeting  with  Patsy  and  the  auditors,  Vince  called  Bill  and  suggested  the  FBI 
should  be  updated.   He  agreed  to  return  to  work  and  set  up  a  S  pm  meeting  with  the  Auditors  and 
Patsy. 

On  Monday  IS/17|,  David  told  Vince  he  planned  to  dismiss  the  employees  in  the  next  2  days. 
Vince  remembers  David  saying  Tuesday  first,  then  later  moving  the  action  to  Wednesday. 

Vince  first  saw  talking  points  on  Wednesday  morning.    The  first  page  looked  fine,  but  the 
talking  points  included  mention  of  the  FBI  investigation.   He  went  to  David's  office,  and  met 
Kennedy  on  the  way.   They  returned  to  tell  David  that  the  investigation  should  not  be  mentioned. 
David  said  he  would  take  care  of  it.    Later  that  morning,  Vince  heard  that  DD  had  announced  the  FBI 
investigation.   And  later  that  George  was  referring  questions  to  the  FBI. 
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Todd  asked  about  the  Colling>'Ood  meeting.    Vince  said  there  were  a  couple  of  meetings  that 
day.    He  said  that  Bemie  asked  him  to  join  bim  in  a  meeting  with  George's  ofHce.   Bemie,  Vince 
said,  had  been  involved  only  in  that  Vince  had  had  a  couple  of  conversations  with  him  about  the 
issue.    'He  had  no  fault  in  this,' Vince  said.   So  Bemie  grabbed  Vince  for  a  meeting  with  GS.   The 
initial  purpose  of  Lhe  meeting  was  to  discuss  Larry  Herman's  coimeaion  to  the  investigation.   After 
Herman  left,  George  asked  about  the  FBI  conneaion.   Kennedy  arrived  and  described  the 
involvement.   Ricki,  Watkins,  Vince,  and  Bill  go  to  review  a  drafi  of  the  audit  report. 

Later,  they  met  with  CoUingwood  of  the  FBL   [todd:  you  need  to  type  this  part] 


Vince  then  discussed  the  policies  surrounding  FBI  condua.   He  said  the  policy  is  silent  on 
who  should  be  contacted,  and  silent  on  the  kind  of  intra-EOP  investigation  underway,  and  the  policy 
says  you  should  go  through  the  Counsel's  office,  but  did  not  say  who  at  Justice  to  speak  with. 
Kennedy  deals  with  internal  security,  and  to  some  extent  this  seemed  like  a  'natural  thing'. 

Wh'ile  all  of  this  was  going  on,  Vince  said,  Hubbel  and  Hyraan  were  up  for  hearings.   They 
were  asked  by  the  Senate  for  a  written  policy  on  WH  contaa.   Only  after  the  AG's  comments  did 
WH  Counsel  see  the  letter  that  contacts  should  go  through  the  three.   The  Policy  was  at  best  in  flux, 
and  would  not  have  applied  in  this  context— alUiougb  everyone  agrees  that  now  it  should  and  does. 


Vince  said  they  knew  the  findings  of  the  audit  rqwn  on  Monday  morning,  and  the  he  was  not 
aware  of  any  suggestions  to  hold  dismissals  until  after  the  report  was  complete.   Vince  said  his 
impression  was  more  that  the  date  for  aaion  depended  more  on  David's  ability  to  get  someone  to 
replace  the  WHTO  staff.   Vince  said  there  had  been  general  discussions  about  using  Worldwide  to 
handle  the  job.   He  said  he  didn't  know  firsthand  that  they  had  handled  campaign  travel.   Vince  said 
this  seemed  like  a  possible  solution. 

Todd  asked  if  anyone  else  was  involved,  pointing  out  that  Susan  had  been  mentioned  in  the 
Journal.  Vince  replied  that  he  had  never  discussed  the  issue  with  Susan.  Nor  had  he  discussed  the 
issue  with  anyone  at  Justice. 

Dwight  asked  if  Vince  knew  what  contributed  to  the  critical  mass  for  the  d^ision  to  fire 
coming  Monday.    Vince  said  it  had  been  clear  from  Saturday  that  there  was  at  least  a  management 
issue.    He  did  not  concern  himself  with  the  management  issues  of  who,  when,  and  how. 

Todd  asked  about  the  sources  of  action  on  this,  pointing  out  that  TRM  had  been  one  track. 
Vince  said  he  had  never  considered  any  interest  on  their  pan  after  Harry  said  he  had  no  interest  in  the 
business.    Vince  said  he  sincerely  believed  it  was  a  dead  issue  after  Harry  made  his  remarks. 

Todd  said  the  second  aaion  seemed  to  be  Catherine's  memo.    Vince  said  he  knew  nothing 
about  it  until  it  broke  as  a  story.    He  said  he  also  did  not  know  she  was  a  cousin.   He  knew  she 
worked  in  David's  office,  and  that  she  had  a  related  role  in  the  campaign,  and  that  she  had  worked  in 
the  travel  office  for  some  time.  ™™,iifiMi 
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Dwight  asked  if  Vince  had  ever  talked  with  Harry  and  Eller  on  the  phone  at  the  same  time  (as 
indicated  in  the  draft  chronology].    Vince  ^aid  never  together.   He  had  spoken  with  Eller  several 
times  on  Friday,  and  he  might  have  spoken  with  Harry.    Vince  said  his  calls  with  Eller  were  short,  as 
he  wanted  to  stay  out  of  management  and  communications  decisions. 
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Record  of  Interview 

Date:  March  2,  1994 

Location:       Old  Executive  Office  Building,  Washington,  DC 

Participants : 

Executive  Office  of  the  President 

Neil  Eggleston,  Associate  Counsel,  White  House  Counsel's  Office 
~"Mohn  D.  Podesta,  Assistant  to  the  President  and  Staff  Secretary 
^  Todd  Stern,  Special  Assistant  to  the  President  and  Deputy  Staff 
Secretary 

General  Accounting  Office 

John  Baldwin,  Assistant  Director 
Terry  Ai.jelo,  Senior  Evaluator 

Discussion; 


1.   Conduct  o::  interviews.   Mr.  Podesta  and  Mr.  Stern  were 
interviewed  concerning  their  activities  as  the  principal  authors 
of  the  "White  House  Travel  Office  Management  Review,"  which  was 
released  by  the  White  House  on  July  2,  1993.   They  stated  they 
were  responsible  for  conducting  the  White  House's  internal  review 
of  the  Travel  Office  matter  and  performed  the  bulk  of-all  staff 
Interviews  associated  with  that  review.   During  the  week  before 
the  report  was  issued,  they  said  White  House  Chief  of  Staff 
Thomas  "Mack"  McLarty  and  Office  of  Management  and  Budget 
Director  Leon  Panetta  also  participated  in  some  interviews. 
However,  Mr.  Podesta  and  Mr.  Stem  said  that  to  their  knowledge, 
they  participated  in  all  discussions  held  with  Mr.  McLarty  and 
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Mr.  Panetta,  and  that  neither  of  the  latter  individuals  conducted 
any  separate  interviews  on  their  own. 

2.   Review  Workpapers.   Mr.  Podesta  said  he  did  not  write  up  hiS^ 
interviews.   Instead,  he  took  only  a  "thimble  full"  of  "doodles  /  f'^ 
and  undecipherable  notes."  Mr.  Stem  said  he  took  some  sporadic  1 '^^^^'^ 
notes,  but  not  in  any  systematic  way. 


3.   Documents  Reviewed.   Mr.  Podesta  and  Mr.  Stem  said  they 
reviewed  dociunents  other  than  those  included  in  the  report,  but 
that  all  documents  considered  central  to  the  report  were 
included.   They  said  they  did  not  look  at  much  that  was  not 
included,  but  did  cite  as  an  example  of  a  document  they  did  not 
include  a  contract  from  Air  Advantage,  the  firm  represented  by 
Penny  Sample.    They  said  they  did  not  review  Travel  Office 
documents  from  the  Billy  Dale  period.   Neither  of  them  kept 
copies  of  the  documents  they  reviewed,  nor  were  the  documents 
kept  in  a  central  file. 


4.   Review  Scope  and  Focus .   Mr.  Podesta  and  Mr.  Stem  began 

their  work  sometime  between  May  26  and  May  28,  1993.   They  were 

given  an  "open  charge"  and  a  "free  hand"  to  determine:  (1)  what 

happened;  (2)  how  it  happened;  and  (3)  how  It  could  be  fixed. 

They  were  i-rm<ifi<,^.in  nt   tih«»  »ha^  t- oi-poH  "tremendous  press     ,  ^ 

)h».  >**'--^'- 
reaction,"  mostly  critical,  to  the  White  House's  actions,  as  well 
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concern?  about  whether  the  dismissals  were  fair  and  the  nature  of 

the  FBI's  involvement  in  the  matter.   Around  June  1,  1993,  Mr. 

Podesta  and  Mr.  Stem  asked  to  interview  the  seven  people 

dismissed  from  the  Travel  Office,  but  the  Department  of  Justice 

asked  them  not  to  do  so.   At  that  point,  they  decided  to 

concentrate  their  review  on  management  processes  within  the  White 

House.   Specifically,  they  intended  to  assess:  (1)  what  people  in 

the  White  House  did  that  led  up  to  the  dismissals,  (2)  how  White 

House  Officials  reacted  to  the  events  that  took  place  following 

the  firings,  and  (3)  how  the  White  House  managed  those  incidents. 

They  did  not  try  to  substantiate  any  of  the  allegations  against 

Billy  Dale  and  his  staff,  nor  did  they  ask  for  access  to  Billy 

Dale's  records.  They  said  the  review  took  longer  than  originally 

anticipated.   They  were  under  the  impression  that  Mr.  McLarty 

wanted  it  to  be  completed  by  the  end  of  June  or  early  July. 

However,  they  were  not  told  it  had  to  be  done  by  July  2  nor  were 

they  under  any  pressure  to  complete  their  work  prematurely.   They 

said  they  could  have  taken  more  time  if  they  had  needed  it,  but 

felt  they  had  reached  a  natural  concluding  point/«^  ^-•-^  ""^   '*****  '"'^ 

5.   Why  Podesta  and  Stern?   Mr.  Podesta  and  Mr.  Stem  said  they 
believed  they  were  chosen  to  conduct  the  review  because  both  were 
attorneys  but,  unlike  the  White  House  Counsel's  Office,  neither 
had  been  implicated  in  any  of  the  events  described  in  their 
report.   Both  also  had  worked  for  the  Senate  Judiciary  Committee 
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and  Mr.  Stem  had  practiced  law  as  a  litigator  for  about  ten 

years . 

6.   Persons  Interviewed.   Mr.  Podesta  and  Mr.  Stern  Indicated 
that  while  they  spoke  with  more  people  than  those  Indicated  In 
the  report,  essentially  "anyone  with  anything  to  say"  was 
mentioned  in  the  report,  including  the  FBI  officials  they 
Interviewed.   Stated  differently,  they  said  they  did  not  speak  to 
anyone  with  substantive  knowledge  about  the  Travel  Office  matter 
who  was  not  referenced  in  their  report.   They  acknowledged 
speaking  with  Catherine  Cornelius  as  well  as  anybody  who  had 
anything  to  do  with  the  Travel  Office  affair  except  for  Billy 
Dale  and  his  staff.   Mr.  Eggleston  stated  that  he  did  not  think 
it  would  be  appropriate  for  Mr.  Podesta  and  Mr.  Stern  to  reveal 
what  they  discussed  with  people  whom  the  Department  of  Justice 
has  not  cleared  GAG  to  Interview.   However,  if  the  Department  of 
Justice  says  we  can  ask  Mr.  Podesta  and  Mr.  Stern  about  their 
discussions  with  such  people,  he  will  set  up  another  Interview  to 
do  so.   He  also  said  that  if  GAO  wants  a  list  of  everybody  who 
was  Interviewed,  we  should  send  him  a  written  request. 


7.  Interviews  with  the  President  and  First  Ladv.  Mr.  Podesta 
and  Mr.  Stem  interviewed  the  First  Lady  jointly;  Mr.  Podesta 
interviewed  the  President  alone.  Mr.  Podesta  said  he  believes 
Mr.  McLarty  was  In  the  room  when  he  interviewed  the  President 
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but  he  did  not  participate  in  the  interview.   They  said  both  the 

President  and  the  First  Lady  were  asked  open-ended  (not  trivial) 

questions  designed  to  elicit  their  knowledge  about  the  Travel 

Office  matter,  and  that  everything  they  learned  during  those 

interviews  was  reflected  in  the  report.   They  said  they  were  not 

aware  of  Mr.  McLarty  or  Mr.  Panetta  having  interviewed  the 

President  or  First  Lady  separately,  but  stated  we  would  have  to 

ask  them  directly  to  be  absolutely  certain. 

8.   Review  of  Alleaatlons  against  Blllv  Dale  and  His  Staff.   Mr. 
Podesta  and  Mr.  Stern  said  they  learned  nothing  more  about  the 
allegations  made  concerning  the  operations  of  the  Travel  Office 
from  people  like  Catherine  Cornelius,  Harry  Thomas/Son,  and 
Darnell  Martens  beyond  that  which  was  reflected  in  their  report. 
While  they  did  ask  the  aforementioned  people  what  their 
allegations  were  against  the  former  Travel  Office  staff,  they  did 
not  try  to  "run  those  to  the  ground."  With  reference  to  Billy 
Dale  and  his  staff,  Mr.  Podesta  said  they  did  not  want  to  "whack 
these  people  again."  Mr.  Stern  said  they  intentionally  did  not 
repeat  the  allegations  all  over  again^  They  indicated  that  they 
never  knew  the  names  of  any  people  who  were  alleged  to  have  been 
making  kickbacks  to  Billy  Dale  or  members  of  his  staff.   Rather, 
the  allegations  centered  around  the  air  charter  company  with 
which  they  were  doing  business  on  a  regular  basis,  UltrAir.  They 
said  there  were  suggestions  of  sweetheart  deals  and  kickbacks. 
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9.   Draft  and  Final  Reports.   Mr.  Podesta  and  Mr.  Stern  said  that 

the  first  draft  of  the  report  was  prepared  within  the  same  week 

that  the  final  report  was  issued,  and  probably  only  a  couple  of 

days  beforehand.   They  said  that  to  their  knowledge,  Harry 

Thomasson  was  not  given  a  draft  of  the  report  to  review,  but  a 

copy  of  the  final  report  was  sent  to  him  after  its  release  on 

July  2.   They  also  indicated  they  did  not  think  either  Hr. 

McLarty  or  Mr.  Panetta  would  have  sent  a  draft  to  Mr.  Thomasson 

without  their  knowledge. 

They  stated  the  first  draft  consisted  of  portions  of  the  report 
that  each  of  them  had  drafted  separately,  and  that  they  discussed 
(and  even  argued)  over  its  contents  and  tone  extensively.   As  a 
result  of  that  process,  they  said  there  may  have  been  things 
omitted  from  the  final  report  that  they  decided  on  their  own  to 
leave  out.   However,  no  one  asked  them  to  take  anything  out -of 
the  draft  report,  nor  were  they  asked  to  omit  references  to  the 
First  Lady.   In  fact,  Mr.  Podesta  and  Mr.  Stern  said  it  was  their 
decision  to  include  in  the  report  the  previously  undisclosed  May 
17  memorandum  from  David  Watkins  to  Mr.  McLarty,  a  copy  of  which 
was  sent  to  Hillary  Rodham  Clinton.   They  described  the  process 
of  deciding  on  the  contents  of  the  final  report  as  a  series  of 
"tricky  calls,"  and  said  there  were  a  lot  of  instances  where  they 
had  to  decide  between  appearances  and  real  conflicts.  ^^^ 
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Mr.  Clinger.  I  would  now  recognize  the  gentleman  from  Califor- 
nia, Mr.  Waxman. 

Mr.  Waxman.  Thank  you  very  much,  Mr.  Chairman. 

In  the  course  of  your  lengthy  and  extensive  statement,  you  made 
the  comment  that  you  felt  you  were  frustrated  as  a  Republican  dur- 
ing a  Democratic  Congress  in  pursuing  this  hearing. 

Mr.  Kanjorski,  in  a  few  minutes,  who  is  a  member  of  this  com- 
mittee, will  comment  on  the  fact  that  when  he  was  a  Democratic 
chairman,  he  tried  to  investigate  the  Travel  Office  of  the  Repub- 
lican administrations  to  see  if  they  were  using  Government  funds 
for  political  purposes.  He  was  frustrated  by  the  Republicans  when 
they  were  in  power  in  the  White  House. 

You  are  now  in  power,  Mr.  Chairman;  your  party  is  in  power; 
and  this  committee  has  an  obligation  to  look  into  these  matters.  It 
is  an  appropriate  function  of  our  committee.  But  it  seems  to  me  no 
excuse  to  narrow  the  focus  of  this  inquiry  on  one  small  issue,  and 
that  is  the  handling  of  the  Travel  Office  during  a  short  period  of 
time  by  the  Clinton  administration  and  ignoring  completely  the 
abuses  during  the  Republican  presidencies  of  Reagan  and  Busn. 

In  fact,  we  have  evidence  that  during  the  Republican  time,  some 
of  the  people  in  the  Travel  Office  were  acting  criminally;  not  just 
evidence,  the  head  of  the  Travel  Office  is  going  to  trial  in  a  couple 
of  days  on  an  indictment  for  embezzlement. 

Mr.  Chairman,  this  committee  can  hold  its  hearings,  but  this 
Congress  has  already  held  hearings  on  Whitewater,  Ruby  Ridge, 
Waco,  and  now  the  Travel  Office.  What  this  Congress  has  not 
found  time  to  do  was  to  hold  1  day,  even  1  day,  of  hearings  on  the 
Medicare  proposal  that  revamped  a  system  that  was  in  place  for  30 
years  and  is  now  being — as  the  Speaker  says,  transformed,  radi- 
cally altered,  by  the  Republicans,  without  1  day  of  hearings. 

What  this  Republican  Congress  hasn't  had  time  to  do  was  to  hold 
even  1  day  of  hearings  on  the  Medicaid  proposal  which  is  going  to 
be  before  us  later  this  week.  The  Medicaid  proposal  will  completely 
repeal  the  nursing  home  standards,  the  assurances  force  to  the  el- 
derly when  they  are  in  nursing  homes  that  they  will  get  their  care 
paid  for  after  they  have  gone  bankrupt  and  become  impoverished, 
that  the  spouses  will  be  protected,  the  family  members  will  be  pro- 
tected from  nursing  homes  going  after  them,  that  women  and  kids 
will  not  be  thrown  into  the  streets  because  they  won't  get  any 
health  care  that  will  be  guaranteed  to  them.  Not  a  single  day  of 
hearing. 

Now  let's  address  the  issue  in  front  of  us.  There  are  some  major 
issues  involving  the  Travel  Office  that  are  absolutely  being  ignored 
in  this  hearing.  First,  the  committee  has  failed  to  investigate  the 
charges  of  embezzlement  against  Billy  Dale,  the  head  of  the  Travel 
Office  during  the  Reagan  and  Bush  administrations.  Mr.  Dale  has 
been  indicted  for  embezzling  funds  paid  by  press  organizations. 

Second,  the  committee  has  failed  to  investigate  evidence  of  wide- 
spread financial  mismanagement  by  the  Travel  Office  during  the 
Reagan  and  Bush  administrations. 

There  was  an  audit  by  Peat  Marwick  Accounting  Office  at  the  re- 
quest of  the  Clinton  administration  in  May  1993.  They  found  a  lack 
of  accountability,  a  lack  of  accounting  controls  and  systems,  a  lack 
of  documentation,  a  lack  of  contractual  support,  and  other  prob- 


103 

lems.  None  of  these  serious  problems,  which  were  the  basis  for  Mr. 
Dale's  firing,  is  being  investigated. 

Third,  the  committee  has  not  investigated  new  evidence  of 
wrongdoing  by  the  Travel  Office  during  the  Republican  administra- 
tions. This  new  evidence,  which  was  brought  to  light  yesterday  in 
a  letter  to  you,  Mr.  Chairman,  from  Mrs.  Collins,  suggests  the 
Travel  Office  officials  during  the  Bush  and  Reagan  administrations 
regularly  accepted  gifts  and  trips  from  airlines  in  violation  of  Fed- 
eral regulations. 

I  am  no  expert  on  travel  offices  at  the  White  House,  but  you 
don't  have  to  be  £m  expert  to  see  that  the  alleged  abuses  by  the 
Clinton  administration  pale  in  comparison  to  the  abuses  of  the 
Reagan  and  Bush  administration.  Indeed,  essentially  the  only  mis- 
conduct that  the  Clinton  administration  has  been  accused  of  is 
being  too  eager  to  clean  up  the  Travel  Office  mess  left  by  previous 
administrations. 

In  my  view,  it  is  wrong  for  this  committee  to  spend  enormous  re- 
sources investigating  the  Clinton  administration's  handling  of  the 
Travel  Office  and  at  the  same  time  fail  to  investigate  the  evidence 
of  criminal  and  other  wrongdoing  by  the  office  under  the  Reagan 
and  Bush  administrations.  In  short,  the  narrow  focus  of  these  hear- 
ings seems  extraordinarily  biased  and  partisan. 

I  don't  know  whether  the  committee  plans  additional  hearings. 
If  you  do,  I  think  we  ought  to  hear  from  a  number  of  witnesses. 
I  know  Mrs.  Collins  will  be  talking  to  you  about  that.  But  let  me 
flag  two  issues,  other  issues,  that  concern  me. 

First,  I  understand  there  is  new  evidence  suggesting  that  the 
committee  intervened  with  the  Justice  Department  on  behalf  of 
Billy  Dale — he  is  the  guy  that  worked  for  the  Republicans — and  I 
would  like  to  put  into  the  record  at  this  point,  by  unanimous  con- 
sent, a  letter  from  the  Attorney  General  of  the  United  States,  Janet 
Reno,  requesting  that  we  not  hold  these  hearings  in  order  not  to 
in  any  way  interfere  with  that  criminal  trial. 

[The  letter  referred  to  followsrl 

U.S.  Department  of  Justice, 
Office  of  Legislative  Affairs,  Washington,  DC, 

October  23,  1995. 

Hon.  William  F.  Cunger,  Jr., 

Chairman, 

Committee  on  Government  Reform  and  Oversight, 

U.S.  House  of  Representatives, 

Washington,  DC. 

Dear  Mr.  Chairman:  This  responds  to  your  letter  to  the  Deputy  Attorney  Gen- 
eral, dated  October  12,  1995,  concerning  the  White  House  Travel  Omce  matter  and, 
particularly,  whether  certain  documents  constitute  Brady  material. 

We  can  assure  you  that  we  take  our  obligations  under  Brady  v.  Maryland  seri- 
ously, and  the  prosecutors  handling  the  Billy  Ray  Dale  case  will  continue  to  fulfill 
all  of  their  responsibilities  under  Brady.  They  are  aware  of  the  documents  to  which 
you  refer  as  well  as  all  of  the  circumstances  of  the  case,  including  the  rulings  the 
judge  has  made  on  materiality  and  relevance,  and  have  determined  that  these  docu- 
ments do  not  constitute  Brady  material.  We  have  no  concern  about  providing  this 
material  to  the  defense,  however,  and  are  therefore  doing  so. 

Your  letter  misreads  the  notes  of  Associate  White  House  Counsel  William  Ken- 
nedy, III,  which  actually  read  as  follows: 

Focused  on  Petty  Cash  Notebook  w/  envelope  in  the  front  in  locked  credenza 
behind  Billy  R.  Dale 

Anyone  in  the  office  can  make  entry  to  petty  cash 

Since  the  notes  say  "focused  on' — and  not  "(bund"  (as  your  lett-er  states) — they  are 
properly  understood  to  refer  to  Peat  Marwick's  audit  of  the  j>etty  cash  notebook  cov- 
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ering  1992-93  (which  was  kept  locked  behind  Mr.  Dale's  desk),  not  to  any  allegedly 
missing  pages.  Similarly,  the  reference  to  "[alnyone  in  the  office  can  make  entry" — 
as  distinguished  from  "[ajnyone  in  the  office  can  gain  entry"  (your  letter) — relates 
to  the  Travel  Office's  bookkeeping  practices,  not  to  the  possibility  that  pages  could 
have  been  removed. 

As  for  the  FBI  e-mail  you  cite  in  your  letter,  it  was  written  by  an  FBI  agent  who 
was  not  present  at  the  interviews  and  who  had  no  first-hand  knowledge  of  their  con- 
tent. Moreover,  Mr.  Dale's  counsel  has  had  ready  and  continuing  access  to  the  Trav- 
el Office  employees  whose  interviews  are  discussed  in  the  e-mail. 

Finally,  your  letter  implies  that  the  Department  has  maintained  the  confidential- 
ity of  the  report  issued  by  the  Office  of  Professional  Responsibility  in  order  to  pre- 
vent press  coverage  that  is  "unfavorable  to  the  prosecution"  and  that  we  are  delib- 
erately keeping  "harmful  information"  from  the  defense.  That  is  incorrect.  The  De- 
partment's concern  over  public  release  of  the  OPR  report  is  not  based  on  the  pres- 
ence of  information  in  the  report  that  is  "harmful"  to  the  prosecution  or  that  could 
be  construed  as  Brady  m.atenal.  The  Department  is  concerned,  however,  that  public 
release  of  the  report  will  lead  to  media  coverage  on  the  Travel  Office  matter  that 
could  taint  the  juror  pool  immediately  prior  to  the  start  of  jury  selection. 

This  presents  a  danger  to  the  criminal  process.  The  jury's  verdict  should  be  based 
only  upon  the  evidence  that  the  court  determines  is  relevant  and  admissible  at  trial. 
Although  the  Department  has  determined  that  the  report  does  not  contain  Brady 
material,  we  are  prepared  to  provide  the  report  to  Mr.  Dale's  counsel  under  a  pro- 
tective order  restricting  public  disclosure.  We  reiterate  our  request  that  the  Commit- 
tee keep  the  report  confidential. 
Sincerely, 

Andrew  Fois, 
Assistant  Attorney  General. 

Mr.  Waxman.  I  think  it  is  highly  regrettable  that  we  have  not 
paid  attention  to  this  issue  of  Mr.  Dale.  Congress  should  not  be  at 
the  beck  and  call  of  criminal  defendants,  if  in  fact  Mrs.  Collins'  let- 
ter is  correct  about  this  committee  intervening  in  his  behalf. 

Second,  I  am  extremely  troubled  by  the  suggestion  of  conflicts  of 
interest  raised  by  Mrs.  Collins  in  her  letter  to  Mr.  dinger.  I  cer- 
tainly hope  it  is  not  true  that  the  committee's  investigation  has 
been  conducted  by  a  person  who  was  connected  in  any  way  to  the 
fiscal  mismanagement  and  poor  accounting  practices  at  the  Travel 
Office.  Such  a  conflict  of  interest,  the  idea  that  the  person  working 
for  our  committee  at  one  time  had  been  the  supervisor  of  the  Office 
of  Travel  at  the  White  House  when  he  worked  for  the  White  House 
and  then  came  over  here  to  investigate  the  White  House  Travel  Of- 
fice, not  during  his  time,  but  by  the  Clinton  period,  such  a  conflict 
of  interest  would  discredit  Congress  and  greatly  damage  the  public 
trust  in  this  committee's  inquiry. 

Mr.  Chairman,  under  the  unusual  rules  that  we  are  agreed  to, 
each  side  gets  30  minutes,  and  I  want  to  yield  at  this  point  to  Mr. 
Kanjorski  first,  who  has  extensive  knowledge  and  background  in 
this  whole  issue,  to  make  further  comments. 

Mr.  Kanjorski.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Chairman,  as  you  know 

Mr.  Waxman.  I  yield  the  gentleman  5  minutes. 

Mr.  Kanjorski.  Mr.  Chairman,  as  you  know,  I  have  been  dis- 
turbed with  the  fact  of  the  untimeliness  of  this  hearing  today,  just 
coinciding  with  the  embezzlement  prosecution  of  Billy  Ray  Dale. 

I  know  that  sometimes  the  Congress'  clock  is  out  of  sync  with  the 
Justice  Department  or  with  the  executive  branch,  but  I  can't  help 
but  believe  that  there  is  a  synergism  here,  and  it  disturbs  me 
greatly,  because  if  the  Congress  of  this  United  States  and  this  com- 
mittee would  take  this  timeframe,  2  days  before  an  embezzlement 
criminal   prosecution   by   the  Justice   Department  of  the   United 
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States  against  a  high  official  who  served  during  the  Reagan/Bush 
administration,  and  is  going  to  face  trial,  and  now  we  come  with 
a  very  limited,  narrow-scoped  hearing,  even  though  the  Attorney 
General  of  the  United  States  has  made  a  reasonable  request  to 
wait  3  or  4  weeks  so  there  couldn't  possibly  be  any  interference.  I 
want  to  bring  to  the  attention  of  my  fellow  members  of  this  com- 
mittee, both  on  the  Republican  side  and  the  Democratic  side,  that 
Mr.  Moran  and  I,  when  we  served  on  an  oversight  Committee  on 
Post  Office  and  Civil  Service,  we  spent  an  entire  year  of  our  lives 
examining  the  travel  of  the  Presidency  and  of  the  executive  branch, 
and,  quite  frankly,  it  did  eventually  get  involved  in  the  campaign 
of  1992. 

But  I  have  got  to  tell  the  members  of  this  committee  that  we 
started  that  investigation  a  year  and  a  half  prior  to  the  hearings 
we  held.  We  went  methodically  through  what  we  found,  and  what 
we  found  were  grievous  occurrences  both  in  the  Defense  Depart- 
ment's flight  arm  and  in  the  Travel  Office.  It  is  interesting  to  note 
that  today  we  are  going  to  hold  a  hearing  that  the  chief  investiga- 
tor, who  investigated  ^r  the  majority  side  on  this  hearing  today, 
was  the  chief  stonewaller  of  our  committee  some  2  years  ago.  The 
same  individual  who  refused  to  give  us  information,  refused  to 
open  up  books,  and  screamed  at  our  staff. 

I  will,  for  the  record,  say  one  of  the  staff  members  described  our 
chief  investigator,  who  has  now  retired,  as  a  "scum  bag."  I  have 
never  heard  that  used  about  a  high  official  of  the  White  House,  but 
that  was  their  opinion  of  his  lack  of  cooperation  when  we  went 
through  this  hearing. 

Now  it  seems  to  me  that  all  of  this  is  orchestrated  for  a  puiT)ose. 
I  would  hope  and  believe  it  is  not  a  political  purpose,  but  I  can't 
help  but  conclude  that  it  is  only  for  the  purpose  of  politics  and  to 
affect  the  criminal  prosecution  of  someone  charged  with  $65,000 
embezzlement. 

It  is  interesting  that  the  new  President,  4  months  into  office,  dis- 
misses someone  who  eventually  gets  indicted  and  we  find  that 
there  is  something  wrong  with  that. 

I  want  to  tell  you  and  the  members  on  the  Republican  side  that 
during  the  transition  of  the  new  Presidency  and  in  discussions  with 
officials  of  the  White  House,  I  urged  them  to  look  into  the  travel 
aiTangements  of  the  President  and  the  Travel  Office,  that  I  felt  it 
had  serious  irregularities,  if  not  illegalities,  and  that  there  was  a 
fantastic  cover-up. 

So  any  action  that  was  taken  in  the  first  4  months  of  the  Clinton 
administration  against  the  Travel  Office  certainly  was  with  my 
concurrence  or  blessing,  because  I  knew  there  was  a  necessity  to 
look  into  it. 

Now  what  I  would  like  to  know  is,  I  have  in  my  office  eight  boxes 
of  files.  Why  didn't  Phil  Larsen,  the  chief  investigator  of  this  com- 
mittee, t?iink  about  perhaps  calling  me  up  and  asking  what  we  had 
that  transpired  during  the  Reagan  administration  and  the  Bush 
administration,  when  he  was  one  of  the  chief  administrators  in  the 
White  House  of  this  program? 

Why  did  he,  after  receiving  information  on  a  GAO  hotline,  also 
promote  Billy  Ray  Dale,  when  he  was  an  overseer  and  a  supervisor 
of  him,  when  he  knew  there  were  irregularities? 


106 

It  is  even  reasonable  to  believe  that  your  chief  investigator  re- 
ceived some  of  the  illegal  gifts  and  gratuities,  and  I  think  if  we  go 
on  with  this  investigation  we  ought  to  expand  it.  We  ought  to  ex- 
amine White  House  travel,  executive  travel,  congressional  travel. 
We  ought  to  examine  all  travel  in  the  Federal  Government  and  see 
if  there  are  abuses. 

But  let's  not  make  it  a  political  issue,  let's  do  it  with  the  type 
of  framework  that  gets  to  the  facts,  helps  Justice  if  there  are  pros- 
ecutions to  be  had,  and  tightens  up  the  overruns  of  cost. 

We  found  in  the  last  year  of  the  Bush  administration  that  the 
White  House  was  spending  over  $189  million  in  travel,  almost  a 
million  dollars  a  dav.  We  found  that  there  were  gifts,  free  trips,  ex- 
cesses that  you  can  t  believe,  participated  in  by  the  highest  officials 
in  the  Reagan  and  Bush  White  House. 

The  charges  were  made  and  examined,  and  I  think  the  people 
who  will  testify  today  will  indicate  that  there  was  clear  evidence 
in  these  reports  that  gifts  and  gratuities  were  given  that  were  ille- 
gal under  criminal  law.  And  the  Office  of  the  Counsel  of  the  White 
House  decided  to  do  nothing  about  it,  not  make  a  referral  to  the 
Justice  Department,  not  to  prosecute. 

So  quite  frankly,  when  I  heard  that  there  was  a  shake-up  in  the 
Travel  Office  of  the  White  House  and  they  were  going  to  go  into 
those  areas,  I  was  rather  glad  to  see  that  occurrence  happen. 

Now  what  I  am  disappointed  with  is  the  timeframe  here.  If  we 
had  done  this  before  the  indictment,  fine.  Why  can't  we  wait  3 
weeks  and  see  the  Justice  Department  proceed  with  their  indict- 
ment, and  see  what  happens  with  Billy  Ray  Dale? 

No,  we  are  not  going  see  that.  As  a  matter  of  fact,  we  are  not 
going  to  see  that  because  the  majority  has  made  this  and  seen  this 
become  a  political  issue.  It  is  very  unfortunate. 

I  think  what  we  are  looking  into  needs  to  be  looked  into,  not  onlv 
in  the  Travel  Office,  but  over  in  the  Defense  Department.  I  think 
we  are  going  to  find  massive  abuse  from  the  last  two  administra- 
tions. I  think  that  in  the  first  4  months,  at  least  with  the  light 
shined  on  the  Travel  Office,  that  activity  has  to  a  large  extent 
stopped. 

I  think  we  ought  to  tell  the  American  public  that  it  is  not  un- 
usual to  get  on  an  airplane  today  and  see  a  Secretary,  Cabinet- 
level  officer,  traveling  commercially  rather  than  traveling  on  a 
$50,000  flight  provided  by  the  Defense  Department.  That  is  com- 
mon practice  today,  that  when  you  can  travel  as  an  executive  of  the 
White  House  or  in  the  executive  branch,  you  do  it  the  cheapest  and 
most  convenient  method  possible,  in  conformity  with  the  law  that 
Mr.  Moran  and  I  structured  to  try  to  encourage  reasonable  travel. 

Mr.  Waxman.  Mr.  Kanjorski,  I  want  to  yield  to  some  other  mem- 
bers as  well. 

Mr.  Kanjorski.  Yes,  I  yield  back  to  you. 

Mr.  Clinger.  I  think  we  will  try  and  go  back  and  forth  on  the 
time  at  this  point. 

Mr.  Waxman.  OK. 

Mr.  Clinger.  And  before  I  yield  to  Mrs.  Morella,  I  would  just 
point  out  that  the  gentleman  from  Pennsylvania  has  made  some  se- 
rious charges  against  the  former  chief  investigator  of  this  commit- 
tee. 
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We  were  asked — or  Mr.  Larsen  was  accused  of  a  number  of 
things,  and  he  has  responded  in  a  letter  which  I  would  ask  to  be 
submitted  for  the  record. 

[The  letter  referred  to  follows:] 

Phillip  D.  Larsen, 
New  Albany,  OH, 

October  23,  1994. 

The  Honorable  WILLIAM  F.  Clinger,  Jr., 

Chairman. 

Committee  on  Government  Reform  and  Oversight, 

U.S.  House  of  Representatives, 

Washington,  DC. 

Dear  Mr.  Chairman:  This  morning  I  received  a  copy  of  a  letter  to  you,  dated  Oc- 
tober 20,  1995,  from  the  Committee  s  Ranking  Minority  Member,  Congresswoman 
Cardiss  Collins.  In  that  letter  Representative  Collins  alleges  that  "a  personal  and 
professional  relationship  exists  between  Billy  R.  Dale,  the  former  director  of  the 
White  House  Travel  Office,  and  Phil  Larson  (sic),  your  chief  investigator  until  Sep- 
tember 30,  1995." 

Rep.  Collins'  descriptions  of  my  service  at  the  Executive  Office  of  the  President 
and  my  alleged  relationship  with  Mr.  Dale  are  inaccurate.  Her  description  of  the 
responsibilities  and  the  authority  of  the  Office  of  Administration,  an  agency  of  the 
Executive  Office  of  the  President,  is  incorrect.  Finally,  Rep.  Collins'  insinuation  that 
I  may  have  accepted  gifts  from  contractors  that  conducted  business  with  the  White 
House  'Travel  Office  is  slanderous  and  absolutely  false! 

In  the  following,  I  have  attempted  to  respond  to  Rep.  Collins'  letter. 

1.  ".  .  .  [PJersonal  and  professional  relationship  with  Mr.  Dale. 

During  the  course  of  my  government  career,  I  worked  at  three  different  agencies 
of  the  Executive  Office  of  the  President  (EOP)  for  a  total  of  approximately  17  years 
as  follows:  Bureau  of  the  Budget/Office  of  Management  and  Budget,  1969-1978; 
White  House  Office,  1978-1980,  Office  of  Administration,  1988-Januarv,  1993.  Dur- 
ing the  course  of  these  years,  I  came  to  know  Mr.  Dale,  as  well  as  hundreds  of  other 
persons  who  worked  at  the  various  agencies  of  the  EOP.  Due  to  the  nature  of  the 
EOP,  where  some  employees  are  political  appointees  and  come  and  go  on  a  frequent 
basis,  while  others  are  career  government  employees  who  stay  for  longer  periods  of 
time,  it  is  obvious  that  I  would  better  know  those  in  the  latter  category.  Having 
many  years  of  service  as  an  employee  of  the  White  House,  Mr.  Dale  and  many  other 
individuals  would  fall  into  that  category. 

I  do  not  recall  when  I  first  met  Mr.  Dale,  but  I  believe  it  was  in  1978,  when  I 
briefly  served  in  the  White  House  during  the  Carter  Administration.  During  the 
time  I  have  known  Mr.  Dale,  I  have  had  nothing  but  casual  contact  with  him.  My 
so  called  "relationship"  with  Mr.  Dale  is  nothing  more  than  that  which  would  natu- 
rally develop  between  two  employees  who  worked  in  the  same  operation  for  a  period 
of  years.  On  occasion,  we  both  have  attended  various  functions  such  as  retirement 
receptions  and  luncheons,  but  other  than  that  we  have  not  socialized  on  a  personal 
basis.  In  fact,  since  1978,  there  have  been  periods  of  a  year  or  more  when  I  had 
no  contact  with  Mr.  Dale. 

2.  "That  division  [Financial  Management  Division,  Office  of  Administration]  is  di- 

rectly responsible  for  travel  services  in  the  White  House." 

The  Office  of  Administration  (EOP)  ^Yas  established  during  the  Carter  Adminis- 
tration to  promote  centralized  administrative  support  for  all  of  the  agencies  of  the 
EOP.  OA  aid  not  have  responsibility  for  the  day-to-day  operations  of  these  agencies, 
or  to  obligate  funds  for  them.  Specifically,  OA  was  not  responsible  for  "travel  serv- 
ice" for  the  White  House. 

The  only  involvement  by  OA  with  regard  to  any  White  House  travel  had  to  do 
with  the  processing  for  payment  of  vouchers  for  the  travel  of  White  House  staff. 
Payment  for  charter  air  travel  for  the  press  was  not  processed  through  OA's  Finan- 
cial Management  Division.  In  fact,  the  White  House  staff  travel  voucners  were  only 
processed  after  they  had  been  reviewed  and  approved  for  payment  by  the  appro- 
priate White  House  administrative  official.  OA  s  sole  responsibility  was  to  process 
the  approved  vouchers  for  payment  and  to  update  the  accounting  records. 

3.  "fl]t  appears  that  Mr.  Larson  (sic)  may  have  served  as  Mr.  Dale's  supervisor  for 

those  two  years  1988-1989]." 
The  insinuation  that  I  may  have  supervised  Mr.  Dale  or  the  White  House  Travel 
Office  is  wrong!  At  no  time  during  any  of  my  service  in  the  EOP  did  I  supervise 
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the  activities  of  the  White  House  Travel  Office  or  any  personnel  assigned  to  it.  The 
White  House  Travel  Office  was  a  component  of  the  White  House  Office,  not  the  Of- 
fice of  Administration.  During  the  time  in  question,  it  reported  to  senior  White 
House  administrative  officials.  As  Deputy  Director  of  OA's  Financial  Management 
Division,  I  reported  to  the  Financial  Management  Division  Director  (Mr.  Ron 
Rassmussen),  who  in  turn  reported  to  the  Director  of  the  Office  of  Administration 
(Mr.  Gordon  Riggle). 

Even  during  my  service  in  the  White  House  during  the  Carter  Administration 
(1978—1980),  I  did  not  supervise  or  direct  the  personnel  of  the  White  House  Travel 
Office.  That  office  was  then  under  the  direction  of  Mr.  Robert  Manning,  who,  like 
me,  reported  to  Assistant  to  the  President  for  Management  Mr.  Hugh  Carter.  As 
the  Director  of  the  White  House  Travel  Office,  Mr.  Manning  was  a  peer,  not  a  subor- 
dinate. 

4.  "Mr.  Larson  (sic)  served  in  the  White  House  as  Director  of  the  Personnel  Manage- 
ment, responsible  for  supervising  issues  in  the  White  House  including  the  Travel 
Office." 

Again,  this  statement  is  an  insinuation  that  is  not  correct.  Similar  to  the  financial 
management  process  described  above,  OA's  Personnel  Management  Division,  which 
I  headed  during  the  Bush  Administration,  did  not  have  responsibility  over  the  day- 
to-day  personnel  operations  of  the  White  House.  That  function  was  handled  by  the 
White  House  Personnel  Office,  which  was  headed  for  most  of  that  time  by  Ms.  Anita 
McBride  (nee  Bevacqua),  who  reported  to  the  Assistant  to  the  President  and  Direc- 
tor of  White  House  (Operations  (Ms.  Rose  Zamaria).  I  reported  to  the  Director  of  the 
Office  of  Administration  (Mr.  Paul  Bateman). 

Obviously,  OA's  Personnel  Management  Division  and  the  White  House  Personnel 
Oftice  worked  closely  together  to  coordinate  administrative  procedures  and  ensure 
consistency  in  operations.  However,  the  day-to-day  respon'^^ibility  for  the  White 
House  personnel  management  rested  with  the  White  House  Personnel  Office.  The 
only  personnel  program  in  which  I  had  EOP-wide  authority  was  the  Drug  Free 
Work  Place  Program. 

5  "[A]s  Deputy  Director  for  Financial  Management,  Mr.  Larson  (sic)  would  have  had 
responsibility  for  the  financial  management  of  those  components  under  the  Office 
of  Administration  including  the  Travel  Office." 

For  the  reasons  set  forth  above,  this  statement  is  not  true!  The  Travel  Office  was 
a  component  of  the  White  House,  not  the  Office  of  Administration.  The  management 
of  the  Travel  Office  followed  a  different  chain  of  command  than  that  of  OA's  Finan- 
cial Management  Division. 

In  addition,  I  served  as  the  Deputy  Director  of  the  Financial  Management  Divi- 
sion, not  the  Director.  Had  Rep.  Collins,  or  her  staff  bothered  to  check  their  facts 
more  carefully,  they  would  have  learned  that  my  full  title  was  Deputy  Director  of 
the  Financial  Management  Division  and  Presidential  Transition  Coordinator,  Office 
of  Administration.  My  responsibilities  with  regard  to  the  upcoming  presidential 
transition  clearly  occupied  most  of  my  time.  In  the  carrying  out  those  responsibil- 
ities, I  reported  directly  to  the  Director  of  the  Office  of  Administration.  My  respon- 
sibilities were  to  make  sure  that  all  of  the  administrative  processes  were  prepared 
to  deal  with  the  normal  confusion  that  accompanies  a  change  in  administration.  Be- 
cause President  Reagan  was  about  to  complete  his  second  term,  it  was  a  given  that 
a  change  of  administration  would  occur.  My  job  was  to  plan  for  this  event  in  order 
to  minimize  the  chaos  that  usually  occurs  during  presidential  transitions.  During 
the  period  1988-1989,  this  responsibility  consumed  the  majority  of  my  time  and  I 
spent  very  little  time  on  matters  pertaining  to  financial  management. 

6.  "During  Mr.  Larson's  (sic)  stewardship  of  the  White  House  Financial  Management 
Division  ..." 

This  statement  is  an  outrageous  distortion  of  the  truth.  First,  as  described  above, 
I  did  not  have  "stewardship"  over  the  Financial  Management  Division.  Second,  the 
Financial  Management  Division  was  a  component  of  the  Ofiice  of  Administration, 
not  the  White  House.  Rep.  Collins  apparently  wants  to  assert  that  because  I  served 
a  brief  stint  as  Deputy  Director  of  OA's  Financial  Management  Division,  I  had  some 
responsibility  for  tne  "financial  mismanagement"  that  is  alleged  to  have  occurred  in 
the  White  House  Travel  Office.  That  is  preposterous!  If  her  contention  is  correct, 
and  it  is  not,  she  needs  to  broaden  her  net  to  included  all  those  persons  who  were 
my  superiors  at  the  time,  as  well  those  who  served  as  Director  of  the  Financial 
Management  Division  since  1989. 
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7.  ".  .  .  Mr.  Dale  and  staff  members  of  the  Travel  Office  (as  well  as  other  staff  mem- 

bers of  the  Office  of  Administration)  routinely  took  gifts  from  contractors  doing 
business  with  that  office  ..." 

Following  this  statement,  Ms.  Collins  requests  Chairman  Clinger  to  obtain  infor- 
mation related  to  "the  participation  by  Mr.  Larson  (sic)  in  the  receipt  of  gifts  from 
persons  doing  business  with  the  Travel  Office." 

These  statements  are  outrageous  and  slanderous!  I  have  a  solid  track  record  of 
integrity  during  my  career  with  the  federal  government.  Rep  Collins'  use  of  innu- 
endo and  insinuation  in  this  instance  is  repugnant  and  beneath  the  dignity  of  a 
Member  of  Congress.  I  demand  that  she  immediately  produce  any  and  all  evidence 
that  even  implies  that  I  accepted  any  gifts  from  any  contractor  that  ever  did  any 
business  with  any  government  agency  with  which  I  was  an  employee.  Since  she  can- 
not substantiate  her  accusation,  I  demand  an  immediate  written  apology!  Her  in- 
sinuation in  official  correspondence  that  I  accepted  gifts  without  providing  any  sup- 
Sorting  evidence  is  character  assassination  of  the  worst  kind.  Now  that  it  has  been 
one,  where  do  I  go  to  get  my  reputation  back?  On  this  point,  I  will  gladly  submit 
to  any  investigation  the  Committee  deems  appropriate! 

Further,  I  have  no  knowledge  of  any  allegations  that  staff  of  the  White  House 
Travel  Office,  or  any  member  of  the  staff  of  the  Office  of  Administration  received 
any  gift  from  anyone  doing  business  with  the  White  House  Travel  Office  as  sug- 
gested by  Rep.  Collins. 

8.  "His  [Mr.  Larsen's]  relationship  to  Mr.  Dale  and  his  role  in  the  White  House  has 

never  been  disclosed  to  th^  members  of  this  Committee." 

As  demonstrated  herein,  I  have  no  "relationship"  with  Mr.  Dale  or  any  of  the 
other  former  employees  of  the  White  House  Travel  Oftice.  I  did  not  supervise  them 
or  direct  the  activities  of  the  office.  I  have  not  socialized  with  them  except  at  occa- 
sional office  related  functions.  Accordingly,  the  so-called  "relationship"  Rep.  Collins 
has  attempted  to  construct,  simply  does  not  exist! 

Further,  it  is  absolutely  wrong  to  imply  the  my  previous  professional  experience 
was  not  disclosed  to  the  Committee.  Prior  to  joining  the  Committee  in  June  1993, 
I  was  required  to  be  interviewed  by  Julian  Epstein,  who  was  at  that  time  the  Com- 
mittee Staff  Director.  Mr.  Epstein  had  a  copy  of  my  resume  in  his  hand  at  the  time 
of  that  interview  and  we  discussed  my  previous  background.  I  also  believe  that  a 
copy  of  my  resume  was  sent  to  then  Chairman  Conyers  for  his  approval  prior  to 
beginning  my  employment.  In  addition,  over  the  course  of  the  past  two  years,  I  have 
on  several  occasions,  discussed  my  previous  work  experience  with  Don  Goldberg, 
currently  serving  as  the  Committee's  Assistant  to  the  Counsel  for  the  Minority,  and 
others.  For  anyone  who  ever  wanted  to  know,  my  professional  background  has  never 
been  a  secret. 

Mr.  Chairman,  I  want  to  thank  you  for  the  opportunity  to  read  and  respond  to 
Rep.  Collins'  letter.  To  do  so  required  a  good  deal  of  self  control.  I  am  distressed 
that  your  efforts  to  find  the  entire  story  of  the  Travel  Office  matter  has  caused  oth- 
ers to  resort  to  slander,  insinuation,  and  innuendo  against  me  in  order  to  discredit 
you  and  your  work. 
Sincerely, 

Phillip  D.  Larsen. 

Mr.  Clinger.  But  in  essence,  with  regard  to  the  really  out- 
rageous charge  that  he  has  accepted  some  sort  of  gifts  or  perks  or 
whatever,  I  would  just  read  the  response  that  Mr.  Larsen  sent.  He 
said: 

These  statements  are  outrageous  and  slanderous.  I  have  a  solid  track  record  of 
integrity  during  my  career  with  the  Federal  Government.  Representative  Collins' 
use  of  innuendo  and  insinuation  in  this  instance  is  repugnant  and  beneath  the  dig- 
nity of  a  Member  of  Congress.  I  demand  that  she  immediately  produce  any  and  all 
evidence  that  even  implies  that  I  accepted  any  gifts  from  any  contractor  that  ever 
did  any  business  with  any  government  agency  with  which  I  was  an  employee. 

And  I  would  ask  the  same  of  the  gentleman  from  Pennsylvania, 
if  there  is  any  evidence,  any  substantial  evidence,  that  there  was 
any  gifts  or  perks  or  payoffs  or  kickbacks  made  to  Mr.  Larsen,  that 
he  produce  that  evidence  forthwith. 

Mr.  Kanjorski.  Will  the  chairman  yield? 

Mr.  Clinger.  I  will  not  yield  at  this  time.  I  will  yield  on  your 
time. 
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Mr.  Kanjorski.  Mr.  Chairman,  under  personal  privilege,  may  I 
make  a  request? 

Mr,  Clinger.  I  will  yield  on  your  time. 

Mr.  Kanjorski.  May  I  make  a  request  of  the  Chair  that  Mr. 
Larsen  be  summoned  as  a  witness  and  put  under  oath  so  that  we 
can  properly  examine  him,  instead  of  listening 

Mr.  Clinger,  That  is  not  a  request  for  personal  privilege.  As  the 
gentleman  knows,  the  minority  does  have  the  right  to  request  a 
day  of  hearings,  and  you  could  do  that  at  the  appropriate  time. 

I  would  now  yield  3  minutes  to  the  gentlelady  from  Maryland. 

Mr,  Waxman.  Point  of  parliamentary  procedure, 

Mr,  Chairman,  are  you  saying  that  this  request  from  the  minor- 
ity would  have  to  be  only  by  petition,  because  you  wouldn't  feel 
that  it  would  be  appropriate  in  this  hearing  to  have  a  witness  so 
vital  to  our  investigation  come  before  us? 

Mr.  Clinger.  I  Diink  that  that  is  basically  what  I  am  saying.  I 
am  saying  that  you  have  the  right  as  the  minority  to  request  a  sep- 
arate day  of  hearings.  That  is  the  appropriate  time  to  do  that. 

Mr.  Waxman.  So  the  only 

Mr.  Clinger,  This  hearing  has  been  established  for  a  long  time. 
The  witnesses  are  here.  The  witness  that  the  gentleman  would  like 
to  call  is  not  even  in  the  State.  It  would  be  difficult,  if  not  impos- 
sible, to  call  him  at  this  time.  But  you  have  the  right,  as  the  minor- 
ity, to  request  a  day  of  hearings. 

Mr,  Waxman.  The  only  way  we  can  get  a  complete,  full,  and  fair 
inquiry  is  to  use  our  rights  as  the  minority  to  force  it? 

Mr.  Clinger.  Not  necessarily,  Mr.  Waxman.  In  fact,  as  I  have  in- 
dicated, this  is  not  likely  to  be  the  only  hearing  we  will  have  in  this 
matter. 

I  now  would  yield  to  the  gentlelady  from  Mainland  3  minutes, 

Mrs,  Morella,  I  thank  you,  Mr.  Chairman.  Thank  you. 

I  want  to  commend  you.  Chairman  Clinger,  for  holding  this  im- 
portant hearing  and  for  not  allowing  the  passage  of  time  to  dull  the 
need  for  truth, 

Mr,  Chairman,  I  think  that  it  is  very  important  to  emphasize 
that  our  inquiry  today  is  not  adversarial  in  nature.  Rather,  we  seek 
only  to  ask  questions  to  paint  a  more  accurate  picture  of  events  re- 
lating to  the  May  1993  firing  of  seven  employees  of  the  White 
House  Travel  Office.  We  are  here  to  engage  in  a  dialog  and  not  to 
point  fingers. 

As  we  review  the  events  surrounding  the  Travel  Office  firings,  I 
plan  to  raise  questions  regarding  an  issue  that  I  believe  has  not 
received  sufficient  attention  in  recent  months.  Specifically,  I  am 
concerned  with  whether  White  House  officials  properly  safeguarded 
the  rights  of  Travel  Office  employees. 

I  am  extremely  concerned  with  the  possibility  that  the  firing  of 
these  career  government  employees  was  a  predetermined  outcome 
that  needed  a  justification,  the  justification  being  the  vilification  of 
career  government  employees  who  had  between  9  and  33  years  of 
experience  in  the  Travel  Office  with  unsubstantiated  allegations  of 
corruption  by,  in  some  case,  individuals  with  more  than  a  little  to 
gain  from  the  demise  of  these  workers. 

In  fact,  we  must  determine  whether  White  House  officials  inten- 
tionally sullied  the  reputation  of  loyal  career  government  employ- 
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ees  to  justify  their  termination,  a  termination  which  created  job 
openings  for  pohtical  alHes. 

After  having  served  the  government  for  many  years,  these  career 
pubHc  servants  deserve  no  less  than  a  full  accounting  into  whether 
their  reputations  were  sacrificed  on  the  altar  of  political  expedi- 
ency. You  know,  the  pain  that  these  employees  felt  is  very  real. 
One  need  only  place  one's  self  in  their  position  to  realize  it. 

Just  imagine  if  having  served  in  a  career  capacity  in  the  White 
House  for  33  years,  including  service  to  both  Democratic  and  Re- 
publican Presidents,  you  report  to  work  1  day  and  you  are  told  that 
you  are  fired  as  a  result  of  a  performance  review  and  mismanage- 
ment. You  are  informed  that  you  must  clear  out  your  belongings, 
and  leave  the  premises  within  2  hours.  And  as  you  prepare  to 
leave,  a  spokesperson  for  your  employer  tells  the  media  that  your 
termination  is  due  in  part  to  findings  of  an  FBI  investigation,  in- 
cluding potential  criminal  conduct. 

You  pack  your  belongings  into  boxes,  you  are  escorted  from  your 
office  of  three  decades.  Subsequently  you  are  shuttled  out  of  the 
White  House  complex.  You  are  crammed  with  your  belongings  in 
the  back  of  a  cargo  van  with  no  seats.  You  arrive  at  home^  your 
phone  is  ringing  incessantly  with  friends,  reporters  who* have 
learned  that  you  have  been  fired  in  conjunction  with  a  law  enforce- 
ment investigation. 

Worse,  your  daughter  calls  after  hearing  of  your  firing  on  the 
news.  She  asks  if  there  is  any  truth  to  the  charges.  Suddenly  the 
FBI  begins  to  interview  your  friends  and  neighbors.  They  seek  to 
interview  you  but  they  will  not  allow  you  to  record  the  proceedings. 
Additionally,  the  IRS  informs  you  that  they  may  have  to  audit  your 
tax  returns.  Consequently,  you  are  forced  to  hire  an  attorney  for 
the  first  time  in  your  life  and  spend  between  $20,000  and  $56,000 
on  legal  fees. 

Finally,  as  happened  with  six  of  the  seven  that  were  fired,  no 
charges  are  brought  against  you.  In  effect,  your  life  has  been 
changed  and  your  reputation  impugned  without  any  documented 
wrongdoing  on  your  part,  and  moreover,  you  receive  no  formal  apol- 
ogy. Tragically,  as  happened  with  two  employees,  your  father  dies 
while  a  cloud  of  impropriety  surrounds  you  and  he  never  sees  your 
integrity  vindicated. 

Mr.  Chairman,  it  is  precisely  this  human  perspective  that  war- 
rants these  hearings.  I  have  heard  several  of  my  colleagues  suggest 
that  the  events  surrounding  the  White  House  Travel  Office  are 
stale  or  insignificant.  My  response  to  these  matters  are  hardly — it 
was  hardly  insignificant  for  those  six  employees  that  were  not  only 
fired  from  public  service  jobs  that  they  had  held  for  between  9  and 
33  years  but  were  terminated  under  public  allegations  of  impropri- 
ety that  to  date  have  not  been  substantiated  to  any  degree. 

So  consequently,  Mr.  Chairman,  I  believe  that  this  hearing  is 
very  important.  I  look  forward  to  working  with  the  witnesses  and 
my  colleagues  to  develop  a  more  thorough  understanding  of  the 
events  surrounding  the  firings  in  the  White  House  Travel  Office. 

I  thank  you,  Mr.  Chairman. 

Mr.  Clinger.  I  thank  the  gentlelady. 

[The  prepared  statement  of  Hon.  Constance  A.  Morella  follows:] 
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Prepared  Statement  of  Hon.  Constance  A.  Morella,  a  Representative  in 
Congress  From  the  State  of  Maryland 

I  would  like  to  commend  Chairman  dinger  for  holding  this  important  hearing 
and  for  not  allowing  the  passage  of  time  to  dull  the  need  for  truth.  I  would  also 
like  to  welcome  our  distinguished  witnesses. 

Mr.  Chairman,  I  think  that  it  is  very  important  to  emphasize  that  our  inquiry 
today  is  not  adversarial  in  nature.  Rather,  we  seek  only  to  ask  questions  to  paint 
a  more  accurate  picture  of  events  relating  to  the  May  1993  firing  of  7  employees 
of  the  White  House  Travel  Oflice.  We  are  here  to  engage  in  a  dialogue,  not  to  point 
fingers. 

As  we  examine  the  events  surrounding  the  Travel  Office  firings,  I  plan  to  raise 
questions  regarding  an  issue  that  I  believe  has  not  received  sufficient  attention  in 
recent  months.  Specifically,  I  am  concerned  with  whether  White  House  officials 

f)roperly  safeguarded  the  rights  of  Travel  Office  employees.  In  a  town  so  intently 
bcused  on  the  pursuit  of  power,  it  is  altogether  too  easy  to  overlook  the  impact  of 
our  actions  on  the  everyday  lives  of  those  involved.  I  am  determined  that  we  not 
ignore  the  human  perspective  on  the  events  at  issue. 

If  Clinton  Administration  ofUcials  had  desired  to  hire  individual  political  support- 
ers with  positions  in  the  White  House,  they  could  have  done  so.  Furthermore,  if  the 
Administration  had  discovered  impropriety  in  the  Travel  Office,  they  had  the  right 
as  well  as  the  duty  to  make  a  full  accounting  of  such  corruption  and  to  take  appro- 
priate corrective  action.  No  one  contests  these  facts,  Mr.  Chairman. 

However,  I  am  extremely  concerned  with  the  possibility  that  the  firing  of  these 
careergovemment  employees  was  a  predetermined  outcome  that  needed  a  justifica- 
tion. The  justification  being  the  vilification  of  career  government  employees,  who 
had  between  9  and  33  years  experience  in  the  travel  office,  with  unsubstantiated 
allegations  of  corruption  by,  in  some  cases,  individuals  with  more  than  a  little  to 
gain  from  the  demise  of  these  workers.  In  fact,  we  must  determine  whether  White 
House  officials  intentionally  sullied  the  reputation  of  loyal,  career  government  em- 

f)loyees  to  justify  their  termination,  a  termination  which  created  fob  openings  for  po- 
itical  allies.  After  having  served  this  government  for  years,  these  career  public  serv- 
ants deserve  no  less  than  a  full  accounting  into  whether  their  reputations  were  sac- 
rificed on  the  altar  of  political  expediency. 

The  pain  that  these  employees  felt  is  real.  One  need  only  place  one's  self  in  their 
position  to  realize  that.  Imagine  if  after  having  served  in  a  career  capacity  in  the 
White  House  for  33  years,  including  service  to  both  Democratic  and  Republican 
Presidents,  you  report  to  work  one  day  and  are  told  that  you  are  fired  as  a  result 
of  a  performance  review  and  mismanagement. 

You  are  informed  that  you  must  clear  out  your  belongings  and  leave  the  premises 
within  two  hours.  As  you  prepare  to  leave,  a  spokesperson  for  your  employer  tells 
the  media  that  your  termination  is  also  due  in  part  to  findings  of  an  FBI  investiga- 
tion, including  potential  criminal  conduct. 

You  pack  your  belongings  into  boxes  and  are  escorted  from  your  office  of  three 
decades.  Subsequently,  you  are  shuttled  out  of  the  White  House  complex,  crammed 
with  your  belongings  in  the  back  of  a  cargo  van  with  no  seats.  You  arrive  at  home 
and  your  phone  is  ringing  incessantly  with  friends  and  reporters  who  have  learned 
that  you  nave  been  fired  in  conjunction  with  a  law  enforcement  investigation. 
Worse,  your  daughter  calls  after  hearing  of  your  firing  on  the  news.  She  asks  you 
if  there  is  merit  to  the  charges. 

Suddenly,  the  FBI  begins  to  interview  your  friends  and  neighbors.  They  seek  to 
interview  you,  but  will  not  allow  you  to  record  the  proceedings.  Additionally,  the 
IRS  informs  you  that  they  may  have  to  audit  your  tax  returns.  Consequently,  you 
are  forced  to  hire  an  attorney  for  the  first  time  in  your  life  and  spend  between 
$20,000  and  $56,000  on  legal  fees. 

Finally,  as  happened  with  six  of  the  seven  employees  fired,  no  charges  are 
brought  against  you.  In  efTect,  your  life  has  been  changed  and  your  reputation  im- 

Jmgned  without  any  documented  wrongdoing  on  your  part.  Moreover,  you  receive  no 
brmal  apology.  Tragically,  as  happened  with  two  employees,  your  father  dies  while 
a  cloud  of  impropriety  surrounds  you,  and  he  never  sees  your  integrity  vindicated. 
Mr.  Chairman,  it  is  precisely  this  human  drama  that  warrants  these  hearings.  I 
have  heard  several  of  my  colleagries  suggest  that  the  events  surrounding  the  Wnite 
House  Travel  Office  are  stale  or  insignificant.  My  response  is  that  these  matters  are 
hardly  insignificant  for  those  six  employees  that  were  not  only  fired  from  public 
service  jobs  that  they  had  held  for  between  9  and  33  years,  but  were  terminated 
under  public  allegations  of  impropriety  that  to  date  have  not  been  substantiated  to 
any  degree. 
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The  American  people  properly  demand  that  the  United  States  maintain  the  most 
efllcient  and  effective  government  work  force  in  the  world.  However,  in  order  to  sus- 
tain this  level  of  excellence,  employees  of  the  federal  government  must  know  that 
loyal  and  earnest  public  service  will  be  honored  and  recognized.  I  believe  that  by 
raising  probing  questions  at  this  hearing  regarding  the  treatment  of  the  Travel  Of- 
fice employees,  we  can  go  a  long  way  to  reassure  federal  employees  that  their  loyal 
service  will  not  be  overlooked  and  that  their  rights  will  be  accounted  for  in  ftill. 

Consequently,  Mr.  Chairman,  I  believe  that  this  hearing  is  quite  important,  and 
I  look  forward  to  working  with  the  witnesses  and  my  colleagues  to  develop  a  more 
thorough  understanding  of  the  events  surrounding  the  firings  in  the  White  House 
Travel  Office. 

Thank  you,  Mr.  Chairman. 

Mr.  Clinger.  Mr.  Waxman,  do  you  want  to  yield? 

Mr.  Waxman.  Mr,  Chairman,  I  would  like  to  yield  to,  first  of  all, 
to  Mr.  Green  for  3  minutes. 

Mr.  Green.  Thank  you,  Mr.  Chairman. 

I  thank  my  ranking  member  for  yielding  to  me. 

Mr.  Chairman,  I  have  several  questions  that  need  to  be  asked 
today  before  we  begin  proceedings.  This  committee  will  probably 
spend  this  whole  day,  and  as  you  said  earlier,  maybe  additional 
days  on  this  hearing  during  a  major — this  week  when  we  have  a 
maior  budget  vote  which  I  believe  that  all  of  us  would  much  rather 
be  looking  at  than  looking  at  this  hearing  today. 

Furthermore,  we  did  not  spend  5  minutes  in  this  full  committee 
on  Medicare  fraud  and  yet  we  are  chasing  a  2V2-year-old  issue 
which  has  been  studied  by  the  GAO,  the  White  House  and  the  Jus- 
tice Department.  I  think  we  all  should  question  whether  the  prior- 
ities are  correct,  at  least  on  this  Tuesday  morning. 

This  hearing  is  either  too  late — it  could  have  been  done  in  Feb- 
ruary, March,  or  April  when  the  new  majority  took  over — or  it's  too 
early.  We  can  postpone  it  until  next  week  or  the  week  after,  after 
the  trial  that  starts  2  days  for  Mr.  Billy  Ray  Dale  who  is  coming- 
up  on  charges  that  he  stole  money  from  the  Travel  Office. 

Mr.  Dale  headed  the  White  House  office  from  1983  to  May  1995 
under  both  President  Reagan  and  President  Bush,  and  for  5 
months  under  President  Clinton.  I  think  that  statement  itself 
speaks  volumes  today  considering  what  we  may  hear.  And  again 
he's  been  indicted,  the  trial  starts  2  days  from  today. 

What  is  said  here  could  prejudice  that  case  against  him  no  mat- 
ter what  the  chairman  said  in  his  opening  statement.  Who  knows, 
maybe  the  majority  may  want  that  to  happen.  I  hope  we  would 
pause  and  reflect  on  this  before  the  problem — before  we  continue 
with  the  hearing.  ^  --" 

And  then  there's  another  issue  and  Mr.  Kanjorski  brought  this 
up,  the  fact  that  one  of  our  committee's  majority  investigators,  ma- 
jority chief  investigators  who  recently  retired  from  our  committee 
was  in  a  possible  supervisory  role  over  Mr.  Dale  at  the  Travel  Of- 
fice— of  the  Travel  Office  at  the  White  House  during  the  1980's. 

The  conflict  of  interest  is  striking,  and  I  wonder  if  the  chairman 
fully  appreciates  that,  and  obviously  so,  because  you  read  a  letter 
from  Mr.  Larsen.  But  having  practiced  law  for  a  few  years,  it's  not 
easy  to  cross-examine  letters.  It's  very  easy  to  bring  a  letter  up. 
And  if  Mr.  Larsen  is  being  brought  into  the  hearing,  then  he 
should  have  been  called  by  the  majority  today  if  you  are  so  con- 
vinced that  there  is  a  fairness  here. 
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This  could  hinder  our  own  committee  and  the  effectiveness  of  our 
committee,  that  I  know  in  years  serving  in  the  legislature  before 
I  was  elected  to  Congress,  this  committee  was  known  for  its  fair 
and  its  tough  hearings  and  investigative  hearings  to  root  out  gov- 
ernment corruption.  And  I  think  today  may  call  the  effectiveness 
of  our  committee  into  question. 

This  hearing,  if  we  are  going  to  have  one  at  all,  should  con- 
centrate narrowly  on  the  current  performance  of  the  White  House 
Travel  Office  or  it  should  investigate  the  total  history  of  the  office 
over  the  last  several  years.  This  selective  approach  smacks  of  a  po- 
litical smear,  and  I  think  it  is  intended  to  carry  this  issue  not  only 
during  this  trial  that  is  coming  up  in  2  days  but  into  the  1996  elec- 
tions. And  I  would  hope  that  if  the  committee  wants  to  open  Pan- 
dora's box,  that  they  are  willing  also  to  look  at  the  years  1983  to 
1993  during  our  committee  process. 

Thank  you,  Mr.  Chairman. 

Mr.  Clinger.  I  thank  the  gentleman. 

[The  prepared  statement  of  Hon.  Gene  Green  follows:] 

Prepared  Statement  of  Hon.  Gene  Green,  a  Representative  in  Congress 

From  the  State  of  Texas 

Mr.  Chairman,  I  believe  several  questions  need  to  be  asked  and  answered  before 
we  begin  proceedings  here  today. 

This  Committee  will  probably  spend  the  whole  day  on  this  matter  during  the 
week  of  a  major  budget  vote  which  I  believe  we  should  all  pay  attention  to.  Further- 
more, we  did  not  spend  5  minutes  on  Medicare  fraud  as  a  Full  Committee,  yet  we 
are  chasing  a  2Vi  year  old  issue  which  has  been  studied  by  the  GAO,  White  House 
and  Justice  Department.  What  kind  of  priorities  are  these? 

This  hearing  is  too  late  or  too  early,  this  hearing  takes  place  just  2  days  before 
Mr.  Billy  Ray  Dale  will  go  to  trial  on  charges  he  stole  money  from  the  Travel  Office. 
Mr.  Dale  headed  the  White  House  Office  from  1983  to  May  1995  under  Presidents 
Reagan  and  Bush.  What  is  said  here  could  prejudice  the  case  against  him.  Who 
knows?  Maybe  the  Majority  wants  that  to  happen.  I  hope  we  would  pause  and  re- 
flect on  this  problem. 

And  then  there  is  the  other  issue  .  .  .  the  fact  that  one  of  our  Committee's  Major- 
ity Chief  Investigators,  who  recently  retired  from  our  Committee,  was  in  a  possible 
supervisory  role  over  Mr.  Dale  at  the  White  House  Travel  Office  during  the  1980's. 
The  conflict  of  interest  here  is  striking  and  I  wonder  if  the  Chairman  fully  appre- 
ciates this  and  may  hinder  our  Committee's  effectiveness  in  its  fair  and  its  tough 
investigative  hearings. 

This^earing,  if  we  are  going  to  have  one  at  all,  should  concentrate  narrowly  on 
the  current  performance  of  the  White  House  Travel  Office  or  we  should  investigate 
the  history  of  the  Office  over  the  last  several  years.  This  selective  approach  smacks 
of  a  political  smear  intended  to  carry  this  issue  into  the  1996  elections. 

Mr.  Clinger.  The  gentleman  from  New  Mexico. 

Mr.  SCHIFF.  I  request  3  minutes  from  the  Chair. 

Mr.  Clinger.  Yes. 

Mr.  ScHiFF.  Thank  you,  Mr.  Chairman. 

First,  I  just  want  to  say  I  am  not  sure  the  gentleman  from  Texas 
didn't  misspeak.  The  fact  is  this  committee  nas  held  hearings  on 
Medicare  fraud.  In  fact,  provisions  written  in  this  committee  are 
now  part  of  the  Medicare  bill  that  passed  the  House  recently. 

What  I  would  like  to  do  is  ask  the  Chair  a  question,  and  that 
is  the  allegation  has  been  made,  if  I  am  understanding  it  correct, 
that  a  former  staff  member,  Mr.  Larsen,  I  believe,  influenced  these 
hearings  and  that  he  had  some  kind  of  conflict  of  interest  while 
doing  so.  It  is  my  understanding  that  the  Chair  requested  a  hear- 
ing on  the  subject  before — as  the  ranking — that  is  senior  Repub- 
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lican  member  of  this  committee  in  the  last  Congress,  before  Mr. 
Larsen  came  to  work  for  the  committee.  I  wonder  if  the  Chair  could 
tell  me  if  that  is  correct  or  not? 

And  I  yield  back. 

Mr.  Clenger.  I  would  be  happy  to  respond. 

Indeed,  the  request  for  a  hearing  to  be  held  on  this  matter  was 
first  initiated  on  June  16th  of  1993,  well  before  Mr.  Larsen  came 
on  board.  The  resolution  of  inquiry,  which  I  was  a  cosponsor  of, 
was  also  initiated  before  Mr.  Larsen  came  up. 

I  think  it  is  outrageous  to  suggest  that  somehow  this  entire  hear- 
ing was  orchestrated  in  some  way  to  insulate  or  to  whitewash  Mr. 
Dale.  That  was  never  the  intention. 

Mr.  Larsen's  activity  here  was  merely  to  address  the  five  studies 
and  investigations  that  had  been  done  to  determine  where  the  gaps 
were,  and  how  complete  the  reports  were.  There  was  never  any 
possibility  of  his  orchestrating  or  promoting  or  indeed  of  initiating 
this  investigation. 

Mr.  SCHIFF.  The  Chair  initiated  this  as  ranking — really  the  sen- 
ior Republican  when  we  were  in  the  minority  in  the  last  Congress. 

Reclaiming 

Mr.  Green.  Mr.  Chairman,  could  you  yield? 

We  have  not  had  a  full  committee  hearing  on  Medicare  fi*aud.  We 
have  joined  in  subcommittee  hearings  but  our  full  committee  has 
never  met. 

Mr.  ScHiFF.  We  did  it  in  the  subcommittee  of  this  committee. 

Mr.  Clinger.  The  gentleman  is  out  of  order. 

The  gentleman  from  New  Mexico  has  the  time. 

Mr.  SCHIFF.  We  held  subcommittee  hearings  in  the  subcommit- 
tees of  this  committee. 

Mr.  Chairman,  I  would  like  to  reclaim  the  balance  of  my  time. 

I  want  to  say,  unfortunately,  I  am  seeing  a  tactic  here  I  have 
seen  before.  There  is  first,  a  complaint  about  the  timing  of  hearings 
that  we  hold  in  this  committee  when  in  fact  the  other  party,  when 
they  were  the  majority,  could  have  held  a  hearing  on  this  very 
same  subject  all  during  the  103d  Congress.  They  were  requested  to 
do  so  and  they  refused  to  do  so.  So  any  time  during  the  last  year 
and  a  half  before  the  majority  changed,  they  could  have  held  a 
hearing  and  they  chose  not  to.  And  now  we  are  seeing  once  a  hear- 
ing is  held,  an  all-out  attempt  to  focus  the  attention  of  the  media, 
focus  the  attention  of  the  public  on  any  other  personality  or  issue 
they  can  possibly  think  of. 

And  I  want  to  say  that  with  respect  to  the  hearing  schedule 
today,  I  am  open-minded  on  the  subject.  If  through  the  testimony 
we  hear  we  find  that  from  the  five  separate  investigations  done  of 
the  White  House  Travel  Office  matter  under  the  Clinton  adminis- 
tration, that  the  administration  took  care  of  whatever  errors  that 
I  think  they  acknowledged  they  made,  then  I  would  say  there  is  no 
need  for  further  hearings.  But  I  wish  that  other  members  would  be 
open-minded  to  the  fact  that  maybe  that's  not  the  case. 

I  jdeld  back,  Mr.  Chairman. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

Mr.  Waxman. 

Mr.  Waxman.  I  yield  5  minutes  to  the  gentleman  from  Virginia, 
Mr.  Moran. 
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Mr.  MORAN.  Thank  you,  Mr.  Waxman. 

I  do  think  there  is  a  problem  in  terms  of  public  perception  with 
these  hearings  and  I  share  in  some  of  that.  We  will  be  considering 
legislation  on  the  floor  this  week,  and  have  been  for  the  last  sev- 
eral weeks,  that  will  affect  2  million  Federal  employees.  It  is  prob- 
ably the  most  profound  impact  on  government  operations  of  any 
legislation  since  World  War  II,  and  yet  we  have  not  had  a  sense 
that  we  have  had  adequate  hearings  on  many  of  these  issues. 

In  fact,  the  most  controversial  have  been  bumped  over  to  the 
Budget  Committee  to  take  to  the  floor  instead  of  the  Government 
Operations  Committee.  So  that's  a  perception  problem  I  think. 

Another  public  perception  problem  is  that  when  the  Attorney 
General  of  the  United  States  asked  us  not  to  have  these  hearings, 
since  in  a  few  days  there  will  be  a  criminal  trial  of  Mr.  Dale  for 
embezzling  $68,000.  It  certainly  must  look  as  though  Mr.  Larsen, 
the  investigator  who  was  Mr.  Dale's  boss,  is  having  us  hold  hear- 
ings so  that  we  would  jeopardize  the  Governments  case  against 
Mr.  Dale.  So  I  do  think  we  have  a  public  perception  problem. 

But  I  would  suggest  that  this  is  an  area  that  is  worth  investigat- 
ing. As  Mr.  Kanjorski  said,  we  tried  to  do  that  in  our  subcommit- 
tee. The  reason  we  did  that  was  that  we  had  responsibility  for  au- 
thorizing the  White  House  travel  operations.  And  for  many  rea- 
sons, they  had  not  been  authorized  in  the  past  and  so  we  tried  to 
get  information  from  the  White  House  on  how  much  was  spent  so 
that  we  would  know  how  much  to  be  authorized.  And  it  is  true 
what  Mr.  Kanjorski  says  that  we  couldn't  get  information,  it  was 
impossible.  And  here  we  were  the  authorizing  committee  and  we 
were  told  by  Mr.  Larsen  actually  that  we  should  butt  out  of  the 
issue  essentially,  that  it  wasn't  appropriate  for  the  legislative 
branch  to  be  investigating  the  executive  branch  in  the  area  of  trav- 
el. 

Well,  that's  a  very  different  attitude  than  what  we  see  evidenced 
today.  I  would  a^ee  that  it  is  the  responsibility  of  the  legislative 
branch,  and  I  think  that  this  is  an  important  enough  issue  since 
it  has  been — information  has,  on  the  operation  of  the  White  House 
Travel  Office,  has  been  so  difficult  to  obtain. 

I  think  we  ought  to  do  a  full  inquiry  so  that  we  know  whether 
the  White  House  Travel  Office  was  acting  properly  when  these  peo- 
ple were  dismissed  and  when  some  of  the  charges  were  raised,  in- 
cluding charges  against  Mr.  Larsen  and  Mr.  Dale.  And  I  think  it's 
important  to  clear  the  reputation  of  the  people  that  worked  in  the 
Travel  Office.  In  fact,  I  do  think  that  the  administration  was  wrong 
in  the  way  in  which  they  handled  it. 

Mrs.  Morella  suggested  these  were  career  Federal  employees. 
They  were  actually  not  career  Federal  employees.  They  were  ex- 
cepted service  employees,  so  they  served  at  the  pleasure  of  the 
President.  The  President  was  certainly  within  his  rights  to  dismiss 
all  of  them  on  the  day  he  came  into  office. 

Had  he  done  that,  if  that's  what  he  intended  to  do,  none  of  this 
would  have  happened.  I  think  it  was  a  mistake  to  suggest  they 
were  being  dismissed  because  there  was  a  criminal  investigation 
going  on  because  that  implied  all  of  them  were  involved  in  some 
type  of  criminal  activity,  which  I  doubt  to  be  the  case,  so  I  think 
it  was  mishandled  in  that  regard.  But  as  long  as  these  issues  have 
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arisen,  I  think  the  best  thing  to  do  is  to  do  a  full  inquiry  into  the 
operation  of  the  White  House  Travel  Office. 

And  what  I  would  suggest  is  that  we  go  from  January  1984  to 
January  1994.  That  would  give  us  a  full  review  of  the  custom,  pro- 
cedures, and  it  would  give  an  opportunity  for  the  people  that  have 
worked  in  the  White  House  Travel  Office  throughout  that  period  of 
time,  many  of  them,  to  fully  clear  their  reputation. 

So  I  am  going  to  suggest  that  to  the  chairman  that  we  cover  that 
period  of  time,  a  10-year  period.  I  grant  it  doesn't  go  as  far  back 
as  Whitewater,  but  I  think  that  would  be  an  adequate  period  of 
time  in  which  to 

Mr.  Waxman.  Would  the  gentleman  yield? 

Mr.  MoRAN.  Yes. 

Mr.  Waxman.  I  think  what  you  are  suggesting  has  a  g^eat  deal 
of  fairness  because  you  would  then  be  looking  at  Democratic  and 
Republican  administration  Travel  Offices.  I  think  it  highlights  the 
point  that  we  think  this  hearing  is  being  held  for  partisan  reasons 
to  make  points  by  only  segmenting  out  the  Clinton  administration. 

But  my  other  comment  would  be  this  committee  didn't  have  time 
to  hold  hearings  on  the  abolishment  of  the  Department  of  Com- 
merce or  reform  of  Civil  Service.  If  we  are  going  to  hold  extensive 
hearings  on  travel  during  a  10-year  period,  we'll  have  nothing  but 
time,  just  travel  hearings,  and  maybe  we  ought  to  have  field  hear- 
ings. Then  we  can  all  go  to  the  Travel  Office  and  make  our  travel 
arrangements  for  hearings. 

It  just  seems  to  me  there  are  better  things  for  Congress  to  do 
than  to  have  partisan  hearings  for  scoring  points  on  an  issue  that 
the  Democrats  and  Republicans  both  have  things  to  answer  to  the 
American  people. 

Mr.  Clinger.  I  want  to  give  Mrs.  Collins  an  opportunity  to  give 
a  statement.  There  are  only  2  minutes  left  on  your  time  out  I  am 
going  to  give  her  5  minutes. 

Mr.  Waxman.  Thank  you,  Mr.  Chairman. 

Mrs.  Collins  of  Illinois.  Well,  I  certainly  thank  you,  Mr. 
Chairman,  because  here  we  are  again  at  a  hearing  on  an  event 
that  has  been  thoroughly  reviewed  and  that  happened  nearly  2V2 
years  ago  in  the  opening  days  of  the  Clinton  administration.  Let 
me  quickly  recount  what  happened. 

In  the  opening  days  of  the  Clinton  administration,  at  a  time  the 
administration  officials  were  still  trying  to  find  their  way  around, 
a  young  staff  aide  reported  allegations  of  mismanagement  and  po- 
tential criminal  conduct  in  the  White  House  Travel  Office.  The  alle- 
gations found  their  way  to  the  counsel's  office  where  several  attor- 
neys with  no  experience  in  matters  such  as  these  stumbled  around 
until  an  FBI  liaison  was  asked  for  advice  on  how  to  proceed. 

Peat  Marwick  was  asked  to  perform  a  quick  review  of  the  Travel 
Office  and  found  cash  discrepancies  and  other  gross  mismanage- 
ment. The  criminal  allegations  were  referred  to  the  FBI  and  the 
Travel  Office  employees  were  fired. 

If  the  White  House  had  to  do  it  all  over  again,  there  is  no  doubt 
that  they  would  handle  some  things  quite  differently.  Outside  indi- 
viduals with  potential  business  interests  would  not  have  been  al- 
lowed to  play  a  part.  The  five  Travel  Office  staff  who  did  not  have 
managerial  responsibilities  would  not  have  been  fired  and  their 
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reputations  unfairly  tarnished.  The  fact  that  the  FBI  was  inves- 
tigating the  Travel  Office  would  not  have  been  made  public. 

However,  the  Peat  Marwick  review  did,  in  fact,  find  gross  finan- 
cial mismanagement  in  the  Travel  Office.  And  that  ^one  would 
have  justified  the  firing  of  the  office's  Director  Billy  Dale.  In  addi- 
tion to  mismanagement,  a  Federal  grand  jury  found  sufficient  evi- 
dence of  criminal  conduct  to  indict  Mr.  Dale. 

Now,  whether  or  not  the  jury  finds  him  guilty  beyond  a  reason- 
able doubt,  the  White  House  had  plenty  of  evidence  to  remove  him 
fi'om  his  job. 

The  important  facts  about  the  conduct  of  the  White  House  are 
these:  Other  than  the  actions  by  the  Travel  Office  employees,  no 
laws  were  broken,  no  rules  were  violated.  The  FBI  was  not  pres- 
sured by  the  White  House  and  the  IRS  did  nothing  wrong. 

In  addition,  the  White  House  has  taken  numerous  steps  to  clean 
up  the  management  of  the  Travel  Office  and  the  General  Account- 
ing Office  can  testify  to  the  status  of  these  changes. 

How  do  I  know  all  this?  It  is  all  in  the  reports:  "The  White  House 
Management  Review,"  the  Greneral  Accounting  Office  report,  the 
Justice  Department  Office  of  Professional  Responsibility  report  and 
the  FBI's  internal  review  of  all  thorough  investigations  into  what 
happened  and  what  went  wrong. 

In  fact,  the  most  critical  report  was  the  White  House  review.  Let 
me  quote  from  the  Justice  Department's  report.  Quote,  We  can  only 
surmise  that  the  White  House,  in  an  attempt  to  put  the  Travel  Of- 
fice matter  behind  it  for  good,  adopted  the  version  of  events  most 
unfavorable,  most  unfavorable  to  itself  and  then  took  action  to  rep- 
rimand those  involved,  close  quote. 

At  the  conclusion  of  today's  hearing,  I  am  confident  that  these 
witnesses  will  have  once  again  stated  what  we  already  know  and 
that  is  that  these  reports  will  understand — will  withstand  scrutiny. 

Now,  let  us  compare  the  response  of  the  Clinton  White  House  to 
allegations  of  questionable  behavior  within  the  Travel  Office  with 
how  the  previous  administrations'  responded  to  charges  of  wrong- 
doing. After  all,  misconduct  in  the  Travel  Office  is  nothing  new.  We 
know  that  now. 

In  1988,  allegations  were  made  to  the  General  Accounting  Office 
that  Travel  Office  staff  were  receiving  kickbacks  and  g^fts  from 
contractors  doing  business  with  that  office.  Those  are  very  serious 
charges  of  potential  criminal  violations. 

The  same  Billy  Dale  who  is  now  under  indictment  was  in  charge 
of  the  Travel  Onice  at  that  time,  too.  Unfortunately,  those  allega- 
tions were  never  seriously  investigated  by  the  Reagan  administra- 
tion. Instead  of  conducting  a  thorough  investigation  into  the 
charges,  one  of  the  White  House  staff  simply  asked  Billy  Dale,  just 
asked  him  and  another  staff  member  about  allegations  of  criminal 
wrongdoing  and  whether  or  not  they  were  guilty. 

No  one  was  put  understand  oath.  No  neutral  party  was  asked  to 
investigate.  No  referral  was  made  to  the  Department  of  Justice. 
And  even  though  that  is  required  by  Federal  law  whenever  there 
is  evidence  of  criminal  wrongdoing,  it  wasn't  done. 

Now,  how  did  the  same  Billy  Dale  who  is  now  under  indictment 
for  embezzlement  respond?  I  think  we  know.  According  to  the 
interview  notes  that  were  provided  to  this  committee,  he  admitted 
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that  he  routinely  received  tickets  to  sporting  events  and  quote, 
fishing  parties,  close  quote,  by  airlines  with  whom  he  did  business. 

If  the  White  House  had  seriously  pursued  these  allegations  it 
might  have  realized  that  by  admitting  to  taking  gifts,  Mr.  Dale 
may  have  been  admitting  to  having  committed  a  felony  under  Fed- 
eral law. 

Not  only  was  accepting  gifts  from  individuals  doing  business  with 
your  office — with  their  office  a  violation  of  existing  White  House 
regulations  under  Executive  Order  11222,  it  was  also  a  violation  of 
Section  201(C)  of  Title  18  of  the  United  States  Code. 

Did  Mr.  Dale  take  steps  to  reform  the  Travel  Office  aft«r  admit- 
ting to  accepting  these  gratuities?  Hardly.  Instead,  he  stated  that 
he  intended  to  fire  the  employees  who  had  made  the  allegations. 
That  may  have  violated  the  Federal  statutes  protecting  whistle- 
blowers  from  retaliation. 

In  what  can  only  be  called  a  whitewash  by  the  Reagan  White 
House,  the  staff"  decided  that  because  Dale  was  cooperative  and  ap- 
peared to  be  sincere,  the  investigation  was  closed.  That's  quite  a 
different  response  than  when  the  Clinton  White  House  came  across 
allegations  of  wrongdoing  by  the  same  Mr.  Dale.  The  FBI  was  im- 
mediately called  in  to  investigate. 

And  unfortunately,  Mr.  Chairman,  I  find  the  timing  of  this  hear- 
ing very  troubling.  It  is  just  2  days  before  the  criminal  case  is 
scheduled  to  begin  against  a  long-time  Director  of  the  Travel  Of- 
fice, Billy  Dale,  for  embezzling  $64,000  from  the  Travel  Office.  Last 
May,  both  the  Department  of  Justice  and  I  wrote  to  express  our  se- 
rious concerns  about  proceeding  with  this  inquiry  before  the  com- 
pletion of  the  criminal  cases. 

Last  week,  I  sent  in  a  second  request  that  for  the  sake  of  the  in- 
tegrity of  the  trial,  the  hearing  be  postponed,  as  did  the  Attorney 
General. 

I  ask  unanimous  consent  that  my  entire  statement  be  made  a 
part  of  the  record. 

Mr.  Clinger.  Without  objection,  so  ordered. 

[The  prepared  statement  of  Hon.  Cardiss  Collins  follows:] 

Prepared  Statement  of  Hon.  Cardiss  Collins,  a  Representative  in  Congress 

From  the  State  of  Illinois 

Thank  you,  Mr.  Chairman. 

Well,  here  we  are  again,  at  a  hearing  on  an  event  that  has  been  thoroughly  re- 
viewed and  that  happened  nearly  two-and-a-half  years  ago  in  the  opening  days  of 
the  Clinton  Administration.  Let  me  quickly  recount  what  happened. 

In  the  opening  days  of  the  Clinton  Administration,  at  a  time  when  Administration 
oflicials  were  still  trying  to  find  their  way  around,  a  young  staff  aide  reported  alle- 
gations of  mismanagement  and  potential  criminal  conduct  in  the  White  House  Trav- 
el Office.  The  allegations  found  their  way  to  the  Counsel's  office,  where  several  at- 
torneys with  no  experience  in  matters  such  as  these  stumbled  around  until  an  FBI 
liaison  was  asked  for  advice  on  how  to  proceed. 

Peat  Marwick  was  asked  to  perform  a  quick  review  of  the  Travel  Office,  and  found 
cash  discrepancies  and  other  gross  mismanagement.  The  criminal  allegations  were 
referred  to  the  FBI,  and  the  Travel  Office  employees  were  fired.  If  the  White  House 
had  to  do  it  over  again,  there's  no  doubt  that  they  would  handle  some  things  dif- 
ferently. Outside  individuals  with  potential  business  interests  would  not  have  been 
allowed  to  play  a  part. 

The  five  Travel  Office  staff  who  did  not  have  managerial  responsibilities  would 
not  have  been  fired  and  their  reputations  unfairly  tarnished.  TTie  fact  that  the  FBI 
was  investigating  the  Travel  Office  would  not  have  been  made  public. 
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However,  the  Peat  Marwick  review  did  in  fact  find  gross  financial  mismanage- 
ment in  the  Travel  Office.  That  alone  would  have  justified  the  firing  of  the  Office's 
director,  Billy  Dale.  In  addition  to  mismanagement,  a  Federal  grand  jury  found  suf- 
ficient evidence  of  criminal  conduct  to  indict  Mr  Dale.  Whether  or  not  the  jury  finds 
him  guilty  beyond  a  reasonable  doubt,  the  White  House  had  plenty  of  evidence  to 
remove  him  from  his  job. 

The  important  facts  about  the  conduct  of  the  White  House  are  these:  Other  than 
the  actions  by  the  Travel  Office  employees,  no  laws  were  broken;  no  rules  were  vio- 
lated; the  FBI  was  not  pressured  oy  the  White  House;  and  the  ERS  did  nothing 
wrong.  In  addition,  the  White  House  has  taken  numerous  steps  to  clean  up  the 
management  of  the  Travel  Office,  and  the  General  Accounting  Office  can  testify  to 
the  status  of  those  changes. 

How  do  I  know  all  this?  It's  all  in  the  reports.  The  White  House  Management  Re- 
view, the  General  Accounting  Office  report,  the  Justice  Department  Office  of  Profes- 
sional Responsibility  report,  and  the  FBI's  internal  review  are  all  thorough  inves- 
tigations into  what  happened  and  what  went  wrong.  In  fact,  the  most  critical  report 
was  the  Wliite  House  review.  Let  me  quote  from  the  Justice  Department's  report: 
We  can  only  surmise  that  the  White  House,  in  an  attempt  to  put  the  Travel 
Office  matter  behind  it  for  good,  adopted  the  version  of  events  most  unfavorable 
to  itself  and  then  took  action  to  reprimand  those  involved. 

At  the  conclusion  of  today's  hearing,  I  am  confident  that  these  witnesses  will  have 
once  again  stated  what  we  already  know,  and  that  these  reports  will  withstand 
scrutiny. 

Ijet  us  compare  the  response  of  the  Clinton  White  House  to  allegations  of  ques- 
tionable behavior  within  the  Travel  Office  with  how  the  previous  administrations 
responded  to  charges  of  wrongdoing.  After  all,  misconduct  in  the  Travel  Office  is 
nothing  new,  we  now  know.  In  1988  allegations  were  made  to  the  General  Account- 
ing Omce  that  Travel  Office  staff  were  receiving  kickbacks  and  gifts  from  contrac- 
tors doing  business  with  that  office 

Those  are  serious  charges  of  potential  criminal  violations.  The  same  Billy  Dale 
who  is  now  under  indictment  was  in  charge  of  the  Travel  Office  at  that  time,  too. 

Unfortunately,  those  allegations  were  never  seriously  investigated  by  the  Reagan 
Administration.  Instead  of  conducting  a  thorough  investigation  into  the  charges,  one 
of  the  White  House  staff  simply  asked  Billy  Dale  and  another  staff  member  about 
the  allegations  of  criminal  wrongdoing,  and  whether  or  not  they  were  guilty. 

No  one  was  put  under  oath.  No  neutral  party  was  asked  to  investigate.  No  refer- 
ral was  made  to  the  Department  of  Justice,  even  though  that  is  required  by  Federal 
law  whenever  there  is  evidence  of  criminal  wronedoing. 

How  did  the  same  Billy  Dale  who  is  now  under  indictment  for  embezzlement  re- 
spond? According  to  the  interview  notes  provided  to  this  Committee,  he  admitted 
that  he  routinely  received  tickets  to  sporting  events  and  "fishing  parties"  by  airlines 
with  whom  he  did  business. 

If  the  White  House  had  seriously  pursued  these  allegations,  it  might  have  realized 
that  by  admitting  to  taking  gifts,  Mr.  Dale  may  have  been  admitting  to  having  com- 
mitted a  felony  under  Federal  law.  Not  only  was  accepting  gifts  from  individuals 
doing  business  with  your  office  a  violation  of  existing  White  House  regulations 
under  Executive  Order  11222,  it  was  also  a  violation  of  Section  201(c)  of  Title  18 
of  the  United  States  Code. 

Did  Mr.  Dale  take  steps  to  reform  the  Travel  Office  aft^r  admitting  to  accepting 
these  gratuities?  Hardly.  Instead,  he  stated  that  he  intended  to  fire  the  employee 
who  had  made  the  allegations.  That  may  have  violated  the  Federal  statutes  protect- 
ing whistle  blowers  from  retaliation. 

In  what  can  only  be  called  a  whitewash  by  the  Reagan  White  House,  the  staff 
decided  that  because  Dale  was  cooperative  and  appeared  to  be  sincere,  the  inves- 
tigation was  closed. 

That  is  quite  a  different  response  than  when  the  Clinton  White  House  came 
across  allegations  of  wrongdoing  by  the  same  Mr.  Dale.  The  FBI  was  immediately 
called  in  to  investigate. 

Unfortunately,  Mr.  Chairman,  I  find  the  timing  of  this  hearing  very  troubling.  It 
is  just  two  days  before  the  criminal  case  is  scheduled  to  begin  against  the  long-time 
director  of  the  Travel  Office,  Billy  Dale,  for  embezzling  564,000  from  the  Travel  Of- 
fice. Last  May,  both  the  Department  of  Justice  and  1  wrote  you  to  express  our  seri- 
ous concerns  about  proceeding  with  this  inquiry  before  the  completion  of  the  crimi- 
nal case.  Last  week,  I  sent  a  second  request  that  for  the  sake  of  the  integrity  of 
the  trial,  the  hearing  be  postponed,  as  did  the  Attorney  General. 

If  you  have  any  doubts  about  the  impact  of  these  hearings  on  the  criminal  case, 
you  can  bet  that  new  motions  based  on  the  publicity  generated  by  these  hearings 
will  be  filed  by  Dale's  defense  as  soon  as  this  hearing  is  over. 
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I  have  also  recently  learned  that  Mr.  Phil  Larsen,  until  three  weeks  ago  the  lead 
staff  investigator  for  the  Committee  on  this  hearing,  worked  in  the  White  House  as 
the  Deputy  Director  of  the  office  with  direct  responsibility  for  providing  travel  serv- 
ices to  the  Executive  Office  of  the  President,  and  in  other  positions,  from  1988 
through  the  end  of  the  Bush  Administration. 

As  Deputy  Director  of  the  Financial  Management  Division,  he  surely  would  have 
had  responsibility  for  the  financial  management  of  the  components  under  his  au- 
thority, including  those  responsible  for  travel.  The  gross  financial  mismanagement 
of  the  Travel  Ofiice  as  described  by  the  Peat  Marwick  review  and  the  GAO  report 
has  been  a  major  issue  in  the  Travel  Office  matter. 

Such  a  conflict  on  the  part  of  Conmiittee  staff  raises  serious  questions  about  these 
hearings,  and  I  would  include  as  part  of  my  statement  a  letter  that  I  sent  to  you, 
Mr.  Chairman,  on  Friday  outlining  my  concerns  about  the  involvement  of  Mr. 
Larsen  in  this  Investigation.  I  do  not  believe  these  hearings  should  go  forward  until 
these  issues  are  resolved. 

There  have  also  been  suggestions  of  stonewalling  or  a  lack  of  cooperation  by  the 
White  House  with  this  Committee's  investigation.  It  is  my  opinion  that  the  White 
House  has  taken  extraordinary  steps  in  waiving  claims  of  privilege  and  making 
available  internal  records,  working  papers,  confidential  interview  notes,  phone  logs 
and  even  legal  analyses  preparea  oy  Counsel.  Contrast  that  level  of  cooperation 
with  the  1992  hearings  by  the  Human  Resources  Subcommittee  chaired  oy  Rep- 
resentative Kanjorski,  when  the  Bush  White  House  refused  to  send  witnesses  or 
provide  even  basic  records  on  White  House  travel  expenses. 

In  closing,  Mr.  Chairman,  I  look  forward  to  the  testimony  this  morning  of  our  wit- 
nesses, who  will  once  again  answer  questions  that  have  already  been  asked  and  an- 
swered. I  also  look  forward  to  your  response  to  the  questions  that  have  been  raised 
about  how  this  investigation  has  been  conducted. 

Mr.  Clinger.  And  I  would  now  recognize  the  gentleman  from 
California,  Mr.  Horn,  for  1  minute. 

Mr.  Horn.  Thank  you,  Mr.  Chairman. 

I  am  rather  fascinated  by  what  I  have  been  listening  to  this 
morning.  My  interest  in  this  hearing  is  very  simple.  We  have  the 
investigating  agencies  that  conducted  the  examination  of  this  situa- 
tion before  us.  I  am  interested  in  how  effective  they  were.  Did  any- 
body interfere  with  their  effectiveness? 

Instead,  I  come  on  this  Tuesday  for  the  hearing  and  I  begin  to 
think  some  of  my  minority  colleagues  thought  it  was  next  Tuesday 
and  Halloween  and  intend  to  scare  all  the  little  children  and  their 
parents  throughout  the  country. 

A  lot  about  what  I  have  heard  is  just  utter  nonsense.  I  am  par- 
ticularly disturbed  by  the  fact  that  the  minority  continues  to  men- 
tion the  individual  who  is  coming  before  a  Federal  court  in  a  few 
days. 

The  maiority  has  not  done  that.  We  have  tried  to  keep  anything 
to  do  with  that  court  case  out  of  this  hearing.  And  I  am  rather 
shocked  by  the  partisan  use  of  that  case  and  the  attempt  to  com- 
pletely divert  the  attention  from  what  the  real  issues  are  here. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

I  would  just  note  two  things:  One,  that  the  letter  which  we  re- 
ceived from  Mr.  Larsen  indicated  that  he  was  at  no  time  ever  su- 
pervisor or  boss  or  had  any  authority  over  Mr.  Dale. 

The  second  thing  I  would  point  out  is  there  is — this  hearing  is 
not  Mr.  Dale's  trial.  In  fact,  we — I  will  rule  anything  out  of  order 
that  touches  on  that  matter  as  we  proceed  through  this  hearing. 

This  is  a  hearing  to  determine  whether  the  investigations  were 
conducted  or  the  firings  done  in  a  complete,  thorough  and  impartial 
way.  We  are  not  in  any  way  going  to  get  into  matters  that  may 
arise  as  part  of  Mr.  Dale's  trial,  and  I  would  rule  those  out  of 
order,  and  I  would  now. 


122 


Mr.  Waxman.  Mr.  Chairman. 
Mr.  C LINGER.  I  would  now  yield- 


Mr.  Waxman.  Can  I  just  ask  a  question  of  the  Chair,  just  factual 
information? 

As  you  mentioned,  Mr.  Larsen  who  was  the  chief  investigator  for 
this  committee,  could  you  tell  us  when  he  started  working  for  this 
committee  and  when  he  left? 

Mr.  Clinger.  He  left  on  September  30th  of  this  year.  He  began 
on  June  28th. 

Mr.  Waxman.  He  was  the  chief  investigator  for  this  particular 
hearing;  is  that  correct? 

Mr.  Clinger.  Until  he  left.  But  he  is  also — there  have  been  a 
number  of  investigators  who  have  been  working  on  this.  He  is  not 
now  the  chief  investigator,  he  is  now  retired.  He  has  moved  to 
Ohio. 

Mr.  Waxman.  June  20th  of  what  year? 

Mr.  Clinger.  1993. 

Mr.  Waxman.  And  he  left  before  we  even  began  our  hearings  on 
this  subject? 

Mr.  Clinger.  That's  correct. 

Mr.  Waxman.  Thank  you. 

Mr.  Clinger.  I  would  now  yield  the  balance  of  our  time  to  the 
gentleman  from  Ohio,  Mr.  LaTourette. 

Mr.  LaTourette.  Thank  you,  Mr.  Chairman. 

First  of  all,  Mr.  Chairman,  I  would  like  to  echo  your  remarks  and 
also  those  of  Mr.  Moran,  that  I  do  believe  that  this  is  an  appro- 
priate exercise  of  this  committee's  oversight  jurisdiction.  And  al- 
though I  would  also  like  to  associate  myself  with  the  remarks  of 
Mr.  Horn  that  there  have  been  some  rather  strange  time  lines  rel- 
ative to  what  happened  to  the  long-time  government  servants  in 
the  White  House  Travel  Office,  I  am  hopeful  that  today's  hearing 
and  future  hearings,  if  necessary,  will  focus  on  whether  or  not  once 
investigations  of  the  White  House  Travel  Office  were  undertaken, 
the  White  House  and  others  within  the  government  cooperated 
with  the  investigators  from  the  various  agencies  by  providing  them 
with  the  relevant  documents  necessary  to  conduct  a  thorough  and 
successful  investigation,  which  was  their  charge. 

And  for  my  part,  it  really  doesn't  matter  to  me  whether  it's  a  Re- 
publican administration  accused  of  withholding  documents  from  a 
Democratic  oversight  committee  or  a  Democratic  administration  ac- 
cused of  withholding  documents  from  a  Republican  oversight  com- 
mittee. I  think  both  are  wrong  and  neither  should  be  justified.  And 
I  hope  they  are  not  sanctioned  in  the  course  of  this  hearing. 

No  one  here  today  will  argue  that  that  White  House  Travel  Of- 
fice was  a  model  of  recordkeeping  efficiency;  however,  it  does  seem 
odd  that  the  Travel  Office's — one  of  the  Travel  Office's  major  cli- 
ents, that  is,  the  White  House  Press  Corps,  didn't  believe  that  they 
were  being  overcharged  for  their  travel  expenses.  In  fact,  most 
have  remarked  that  tne  service  provided  by  the  Travel  Office  was 
t3T)ically  good,  and,  compared  to  some  of  their  campaign  adven- 
tures, was  less  expensive  and  more  capably  managed. 

One  would  believe  that  if  such  gross  mismanagement  were  occur- 
ring in  the  Travel  Office,  the  reporters,  the  fourth  estate,  so  good 
at  ferreting  out  the  truth,  would  have  wasted  no  time  in  exposing 
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it.  I  would  hope  that  this  hearing  would  discuss  the  direct  contact 
between  the  White  House  and  the  FBI,  wherein  the  White  House 
requested  the  FBI  to  conduct  an  investigation  into  the  Travel  Of- 
fice. 

I  hope  that  we  can  inquire  of  our  witnesses  what  impact,  if  any, 
the  advisors  by  the  White  House  from  the  various  members  of  the 
counsel's  office  had,  that  this  investigation  was  being  suggested  or 
prompted  by  the  highest  levels.  I  wonder  what  the  highest  levels 
are,  what  that  means. 

I  am  curious  why  the  White  House  was  so  adamant  to  have 
agents  from  FBI  headquarters  handle  the  investigation  even 
though  they  were  informed  that  the  Washington  metropolitan  field 
office  was  the  appropriate  agency  to  investigate  the  Travel  Office. 

Finally,  I  will  be  interested  to  learn  at  what  point  the  FBI  deter- 
mined there  was  sufficient  predication  upon  which  to  initiate  an  in- 
vestigation as  well  as  why  the  FBI  press  response  of  May  the  20th 
was  modified  three  times,  the  last  occurring  after  meetings  with 
senior  staff  at  the  White  House. 

Will  you — I  am  sorry,  was  that  a  hammer  indicating  I  am  fin- 
ished, Mr.  Chairman? 

Mr.  Clinger.  You  have  about  a  minute  left. 

Mr.  LaTourette.  Thank  you  very  much. 

Relative  to  just  briefly  on  the  cooperation  between  investigators 
and  the  issues  before  the  committee,  I  think  it  is  appropriate  to  ex- 
plore the  rather  tortured  path  that  the  Travel  Office  file  main- 
tained by  Deputy  White  House  Counsel  Mr.  Foster  took.  I  believe 
that  one  of  the  witnesses  today  will  express  dismay  and  shock  as 
to  it  being  withheld  for  a  period  of  time. 

And  last,  I  want  to  commend  Mrs.  Morella  and  associate  myself 
with  her  remarks.  We  are  dealing  with  people  who  worked  for  the 
government,  in  some  cases,  from  the  administrations  of  John  F, 
Kennedy  to  the  present  administration,  and  it's  a  shame  that  we 
have  phrases  such  as  criminal  mismanagement,  impending  indict- 
ment and  all  the  like  being  tossed  about  in  the  absence  of  sufficient 
evidence,  save  for  one  indictment  tarnishing  the  reputation  of  these 
good  people. 

I  yield  back  and  I  thank  the  Chair. 

Mrs.  Thurman.  Mr.  Chairman 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

I  will  now  introduce  our  witnesses  this  morning.  Ail  of  whom 
were  the  authors  of  or  had  direct  responsibility  for  the  production 
of  the  reports  as  a  result  of  their  investigations. 

First  of  all,  the  OPR  Counsel,  Office  of  Professional  Responsibil- 
ity Counsel,  Mr.  Shaheen.  Second  the  former  White  House  Assist- 
ant to  the  President,  Staff  Secretary,  Mr.  John  Podesta.  From  the 
Government  Accounting  Office,  Nancy  Kingsbury.  From  the  FBI, 
the  FBI  Inspector,  Mr.  Smith.  And  the  IRS  Inspector,  Mr.  Gary 
Bell. 

All  of  these  witnesses  have  played  a  role  in  the  production  of 
these  documents.  It  is  the  practice  of  this  committee  to  swear  all 
witnesses  so  as  not  to  prejudice  the  rights  of  any  witness,  and  I 
would  ask  if  you  would  have  any  objection  to  being  sworn. 

[Witnesses  sworn.] 
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Mr.  Clinger.  The  clerk  will  please  note  that  the  witnesses  have 
all  answered  in  the  affirmative,  and  please  be  seated. 

And  ladies  and  gentlemen,  thank  you  very  much  for  your  partici- 
pation today  and  for  your  patience  in  listening  to  our  rhetoric  and 
oratory,  too,  at  the  opening  of  this  hearing. 

And  at  this  time,  I  gather  we  would  start  with  Mr.  Shaheen. 

And  I  would  remind  the  panelists  that  we  are  going  to  limit  time 
on  the  opening  statements  at  least  to  about  10  minutes.  And  be 
guided  by  the  lights  up  there,  but  to  the  extent  possible,  we  would 
like  to  hold  those  opening  statements  to  10  minutes  so  we  can  get 
into  the  questioning. 

Mr.  Shaheen,  welcome. 

STATEMENT  OF  MICHAEL  SHAHEEN,  COUNSEL,  DEPARTMENT 
OF  JUSTICE,  OFFICE  OF  PROFESSIONAL  RESPONSIBILITY 

Mr.  Shaheen.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  members  of  the  committee,  my  name  is  Michael 
Shaheen.  I  am  the  Counsel  of  the  Justice  Department's  Office  of 
Professional  Responsibility.  That  office  was  created  in  1975  and 
has  jurisdiction  to  investigate  allegations  of  misconduct  by  certain 
Department  employees  that  may  be  in  violation  of  the  law,  regula- 
tions or  orders  or  of  applicable  standards  of  conduct. 

The  matter  began  May  12,  1993  when  the  White  House — when 
then  White  House  Associate  Counsel  William  Kennedy  contacted 
the  FBI  to  request  guidance  and  advice  regarding  a  possible  theft 
of  funds  or  other  crimes  by  employees  of  the  Travel  Office.  The  FBI 
conducted  a  preliminary  inquiry  and  determined  in  conjunction 
with  the  Department's  Public  Integrity  Section,  a  section  in  the 
Criminal  Division,  that  there  was  a  predication  to  initiate  a  crimi- 
nal investigation,  which  it  did. 

In  the  weeks  following  the  White  House's  initial  contact  with  the 
FBI,  the  matter  attracted  substantial  press  attention  which  focused 
primarily  on  questions  about  whether  the  White  House  had  manip- 
ulated and  pressured  the  FBI  into  doing  and  saying  things  about 
the  Travel  Office,  regardless  of  the  facts,  in  order  to  justify  the 
White  House's  termination  of  the  Travel  Office  employees. 

Almost  immediately,  the  FBI  undertook  an  internal  management 
review  and  provided  the  Attorney  General,  Janet  Reno,  with  a  re- 
port on  June  1,  1993,  concluding  that  the  FBI  had  acted  properly 
throughout  its  dealings  with  the  White  House  on  the  Travel  Office 
matter.  The  White  House  subsequently  undertook  its  own  internal 
management  review  of  the  handling  of  the  Travel  Office  matter 
and  released  its  report  on  July  2,  1993.  Several  White  House  staff, 
including  Associate  Counsel  Kennedy,  were  reprimanded  for  ac- 
tions and  remarks  which  created  the  appearance  of  misuse  of  the 
FBI  by  the  White  House. 

Following  the  issuance  of  the  White  House  report,  congressional 
calls  for  hearings  on  the  Travel  Office  matter  increased.  In  re- 
sponse. President  Clinton  and  Attorney  General  Reno  sent  letters 
to  Congress  pledging  that  the  Justice  Department  would  conduct  a 
thorough  probe  of  the  firings,  including  the  FBI's  role  and  state- 
ments of  possible  criminal  acts  by  the  seven  employees  of  the  Trav- 
el Office.  The  President  pledged  full  White  House  cooperation. 
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On  July  28th,  1993,  then  Deputy  Attorney  General  Phillip 
Heymann  directed  the  Office  of  Professional  Responsibility  to  un- 
dertake a  review  of  the  conduct  of  the  FBI  in  connection  with  its 
contacts  with  the  White  House  on  the  Travel  Office  matter  and  to 
report  its  findings  and  recommendations  to  him  as  soon  as  possible. 

The  review  that  OPR  undertook  at  the  behest  of  Deputy  Attorney 
General  Heymann  was  different  from  a  normal  OPR  inquiry.  Nor- 
mally, OPR  receives  an  allegation  of  misconduct  against  a  subject, 
usually  a  Department  attorney,  which  involves  the  Department's 
core  investigative  functions,  that  is,  of  investigation,  litigation  or 
prosecution  or  advice-giving  functions.  If  the  allegation  has  some 
apparent  merit,  OPR  investigates  the  allegation  to  determine 
whether  the  attorney  in  fact  engaged  in  professional  misconduct.  In 
this  case,  there  were  no  specific  allegations  of  misconduct  against 
any  FBI  agent  or  Department  attorney;  rather,  certain  events  that 
occurred  involving  the  White  House,  the  FBI  and  the  Department 
which  raised  concerns  of  possible  improprieties.  We  were  directed 
to  review  those  events  to  determine  whether  anything  improper  or 
illegal  had  occurred. 

Because  of  the  scope  of  the  review,  the  need  to  accomplish  it  ex- 
peditiously and  the  fact  that  it  involved  FBI  agents  as  well  as  De- 
partment personnel,  we  undertook  our  review  with  assistance  from 
selected  FBI  inspectors  and  assistant  inspectors.  We  initially  con- 
fined our  review  to  the  approximately  2-week  period  from  May  12 
to  May  25,  during  which  the  FBI  contacts  with  the  White  House 
occurred.  OPR  did  not  get  involved  in  the  substance  of  the  criminal 
investigation  into  the  Travel  Office  personnel,  however,  which  was 
being  conducted  by  the  Public  Integrity  Section. 

On  August  3,  1993,  Deputy  Attorney  General  Heymann  provided 
OPR  a  copy  of  White  House  Deputy  Counsel  Vincent  Foster's  hand- 
written note  found  shortly  afler  his  death  on  July  20th,  which  in- 
cluded, among  other  things,  a  statement  that  quotes,  the  FBI  lied 
in  their  report  to  the  AG,  close  quote. 

The  Deputy  Attorney  Greneral  asked  us  whether  any  additional 
investigation  was  necessary  in  light  of  this  statement.  We  re- 
sponded that,  in  our  view,  the  matter  could  be  considered  within 
the  scope  of  our  original  assignment  and  we  subsequently  included 
the  issue  of  what  Mr.  Foster  meant  by  that  statement  and  whether 
the  FBI  had  lied  in  its  report  to  the  Attorney  General  within  our 
larger  review. 

OPR's  review  included  interviews  of  more  than  50  FBI,  Depart- 
ment of  Justice  and  White  House  employees  and  U.S.  Park  Police, 
as  well  as  private  citizens  and  a  review  of  relevant  documents.  Our 
report  of  OPR's  investigation  and  conclusions  was  provided  to  the 
Deputy  Attorney  General  on  March  18  1994. 

Based  on  our  review,  we  concluded  that  the  FBI  acted  properly 
throughout  its  dealings  with  the  White  House  regarding  the  Travel 
Office  matter.  Specifically,  with  respect  to  whether  the  White 
House  pressured  the  FBI  into  taking  inappropriate  action,  OPR 
concluded  that  while  Associate  Counsel  Kennedy  and  various  FBI 
agents  who  had  contact  with  him  had  different  recollections  of 
what  was  said,  the  agents  did  not  interpret  Mr.  Kennedy's  state- 
ments as  threats  or  attempts  by  him  to  pressure  them  to  respond 
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to  the  situation  in  an  inappropriate  manner  or  in  any  way  incon- 
sistent with  their  normal  procedures,  and  in  fact  the  FBI  did  not. 

OPR  further  concluded  tnat  ill-advised  and  erroneous  actions  by 
the  ^\'hite  House,  including  the  premature  termination  of  seven 
Travel  Office  employees  on  May  the  19th,  1993  against  the  advice 
of  the  FBI  and  the  disclosures  tnat  day  of  the  fact  that  the  FBI  had 
been  contacted  and  would  likely  investigate  the  Travel  Office  mat- 
ter, rather  than  any  conduct  by  the  FBI,  set  in  motion  a  sequence 
of  events  which  created  the  appearance  that  the  FBI  was  being 
used  by  the  White  House  for  political  purposes. 

Finally,  OPR  did  not  complete  its  inquiry  into  the  meanin^^  of  the 
Foster  statement  concerning  the  FBI  because,  in  the  interim,  the 
Attorney  General  appointed  Robert  Fiske  to  be  Special  Prosecutor 
of  the  Whitewater/Madison  Guaranty  Savings  and  Loan  investiga- 
tion. Since  the  issues  surrounding  Mr.  Foster's  death,  including  his 
note,  were  within  Mr.  Fiske's  jurisdiction,  OPR  closed  its  review 
into  the  issue  of  the  note  so  as  to  avoid  interfering  with  Mr.  Fiske's 
investigation. 

OPR  tentatively  found,  however,  that  the  statement  in  Mr.  Fos- 
ter's note  reflected  his  belief,  based  on  no  independent  evidence, 
that  his  friend  and  colleague  William  Kennedy  did  not  threaten  the 
FBI  agents  with  the  prospect  of  alternative  IRS  involvement  or  in- 
formed them  that  the  highest  levels  of  the  White  House  were  inter- 
ested in  the  Travel  Office  matter.  Accordingly,  it  was  our  view  that 
since  the  FBI's  report  on  the  Travel  Office  matter  was  to  the  con- 
trary, Mr.  Foster  concluded  that  the  FBI  lied  in  its  report. 

Tnat  concludes  my  prepared  statement,  Mr.  Chairman. 

Mr.  Clinger.  Thank  you,  Mr.  Shaheen. 

[The  prepared  statement  of  Mr.  Shaheen  follows:] 

Prepared  Statement  of  Michael  Shaheen,  Counsel,  Department  of  Justice, 
Office  of  Professional  Responsibility 

Mr.  Chairman  and  Members  of  the  Committee. 

My  name  is  Michael  Shaheen.  I  am  Counsel  of  the  Justice  Department's  Office 
of  Professional  Responsibility.  OPR  was  created  in  1975,  and  has  jurisdiction  to  in- 
vestigate allegations  of  misconduct  by  certain  Department  employees  that  may  be 
in  violation  of  law,  regulations  or  orders,  or  of  applicable  standards  of  conduct. 

That  matter  began  in  May  12,  1993,  when  tnen  White  House  Associate  Counsel 
William  Kennedy  contacted  the  FBI  to  request  guidance  and  advice  regarding  a  pos- 
sible theft,  of  funds  or  other  crimes  by  employees  of  the  Travel  Office.  The  FBI  con- 
ducted a  preliminary  inquiry  and  determined  in  conjunction  with  the  Department's 
Public  Integrity  Section,  that  there  was  predication  to  initiate  a  criminal  investiga- 
tion, which  it  did. 

In  the  weeks  following  the  White  House's  initial  contact  with  the  FBI,  the  matter 
attracted  substantial  press  attention  which  focused  primarily  on  questions  about 
whether  the  White  House  had  manipulated  and  pressured  the  FBI  into  doing  and 
saying  things  about  the  Travel  OfTice,  regardless  of  the  facts,  in  order  to  justify  the 
White  House's  termination  of  the  Travel  Office  employees. 

Almost  immediately,  the  FBI  undertook  an  internal  management  review  and  pro- 
vided Attorney  General  Reno  with  a  report  on  June  1,  1993,  concluding  that  the  FBI 
had  acted  properly  throughout  its  dealings  with  the  White  House  on  the  Travel  Of- 
fice matter. 

The  White  House  subsequently  undertook  its  own  internal  management  review  of 
the  handling  of  the  Travel  Office  matter  and  released  its  report  on  July  2,  1993. 
Several  White  House  staff,  including  Associate  Counsel  Kennedy,  were  reprimanded 
for  actions  and  remarks  which  created  the  appearance  of  misuse  of  the  FBI  by  the 
White  House. 

Following  issuance  of  the  White  House  Report,  Congressional  calls  for  hearings 
on  the  Travel  Office  matter  increased.  In  response.  President  Clinton  and  Attorney 
General  Reno  sent  letters  to  Congress  pledging  that  the  Justice  Department  would 
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conduct  a  thorough  probe  of  the  firings,  including  the  FBI's  role  and  statements  of 
possible  criminal  acts  by  the  seven  employees  of  the  Travel  Office.  The  President 
pledged  full  White  House  cooperation. 

On  July  28,  1993,  then  Deputy  Attorney  General  Philip  Heymann  directed  the  Of- 
fice of  Professional  Responsibility  to  undertake  a  review  of  the  conduct  of  the  FBI 
in  connection  with  its  contacts  with  the  White  House  on  the  Travel  Office  matter 
and  to  report  its  findings  and  recommendations  to  him  as  soon  as  possible. 

The  review  that  OPR  undertook  at  the  behest  of  Deputy  Attorney  General 
Heymann  was  different  from  a  normal  OPR  inquiry.  Normally,  OPR  receives  an  al- 
legation of  misconduct  against  a  subject — usually  a  Department  attorney — which  in- 
volves the  Department's  investigation,  litigation  or  advice  giving  functions.  If  the  al- 
legation hoB  some  apparent  merit,  OPR  investigates  the  allegation  to  determine 
whether  the  attorney  in  fact  engaged  in  professional  misconduct.  In  this  case,  there 
were  no  specific  allegations  of  misconduct  against  any  FBI  agent  or  Depaulment  at- 
torney. Rather,  certain  events  had  occurred  involving  the  White  House,  the  FBI  and 
the  Department  which  raised  concerns  of  possible  improprieties.  We  were  directed 
to  review  those  events  to  determine  whether  anything  improper  or  illegal  occurred. 

Because  of  the  scope  of  the  review,  the  need  to  accomplish  it  expeditiously,  and 
the  fact  that  it  involved  FBI  agents  as  well  as  Department  personnel,  we  undertook 
our  review  with  assistance  from  selected  FBI  Inspectors  and  Assistant  Inspectors. 
We  initially  confined  our  review  to  the  approximately  two  week  period  from  May 
12  to  May  25,  during  which  the  FBI  contacts  with  the  White  House  occurred.  OPR 
did  not  get  involved  in  the  substance  of  the  criminal  investigation  into  the  Travel 
Office  personnel,  however,  which  was  being  conducted  by  the  Public  Integrity  Sec- 
tion. 

On  August  3,  1993,  Deputy  Attorney  General  Heymann  provided  OPR  a  copy  of 
White  House  Deputy  Counsel  Vincent  Foster's  handwritten  note,  found  shortly  aifler 
his  death  on  July  20,  which  included,  amonq  other  thinqs,  the  statement  that  "the 
FBI  lied  in  their  report  to  the  AG."  Deputy  Attorney  General  Heymann  asked  us 
whether  any  additional  investigation  was  necessary  in  light  of  this  statement.  We 
responded  that  in  our  view  the  matter  could  be  considered  within  the  scope  of  our 
original  assignment  and  we  subsequently  included  the  issue  of  what  Mr.  Foster 
meant  by  that  statement  and  whether  the  FBI  had  lied  in  its  report  to  the  Attorney 
General  within  our  review. 

OPR's  review  included  interviews  of  more  than  50  FBI,  Department  of  Justice, 
and  White  House  employees  and  U.S.  Park  Police,  as  well  as  private  citizens  and 
a  review  of  relevant  documents.  A  report  of  OPR's  investigation  and  conclusions  was 
provided  to  the  Deputy  Attorney  General  on  March  18,  1994. 

Based  on  our  review,  we  concluded  that  the  FBI  acted  properly  throughout  its 
dealings  with  the  White  House  regarding  the  Travel  Office  matter.  Specifically  with 
respect  to  whether  the  White  House  pressured  the  FBI  into  taking  inappropriate  ac- 
tion, OPR  concluded  that,  while  Associate  Counsel  Kennedy  and  the  various  FBI 
agents  who  had  contact  with  him  had  different  recollections  of  what  was  said,  the 
agents  did  not  interpret  Mr.  Kennedy's  statements  as  threats  or  attempts  by  him 
to  pressure  them  to  respond  to  the  situation  in  an  inappropriate  manner  or  in  any 
way  inconsistent  with  normal  procedures.  And  in  fact,  the  FBI  did  not. 

OPR  further  concluded  that  ill-advised  and  erroneous  actions  by  the  White 
House — including  the  premature  termination  of  seven  Travel  Office  employees  on 
May  19  against  the  advice  of  the  FBI  and  the  disclosure  that  day  of  the  fact  that 
the  FBI  had  been  contacted  and  would  likely  investigate  the  Travel  Office  matter — 
rather  than  any  conduct  by  the  FBI,  set  in  motion  a  sequence  of  events  which  cre- 
ated the  appearance  that  the  FBI  was  being  used  by  the  White  House  for  political 
purposes. 

Finally,  OPR  did  not  complete  its  inquiry  into  the  meaning  of  the  Foster  state- 
ment concerning  the  FBI  because,  in  the  interim,  the  Attorney  General  appointed 
Robert  Fiske  to  oe  Special  Prosecutor  of  the  Whitewater/Madison  Guaranty  Savings 
&  Loan  investigation.  Since  the  issues  surrounding  Mr.  Foster's  death,  including  his 
note,  were  within  Mr.  Fiske's  jurisdiction,  OPR  closed  its  review  into  the  issue  of 
the  note  so  as  to  avoid  interfering  with  Mr.  Fiske's  investigation. 

OPR  tentatively  found,  however,  that  the  statement  in  Mr.  Foster's  note  reflected 
his  belief,  based  on  no  independent  evidence,  that  his  friend  and  colleague,  William 
Kennedy,  did  not  threaten  the  FBI  agents  with  the  prospect  of  alternative  IRS  in- 
volvement or  inform  them  that  the  "highest  levels"  of  the  White  House  were  inter- 
ested in  the  Travel  Office  matter.  Accordingly,  it  was  our  view  that  since  the  FBI's 
report  on  the  Travel  Office  matter  was  to  the  contrary,  Mr.  Foster  concluded  that 
the  FBI  lied  in  its  report. 
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STATEMENT  OF  JOHN  PODESTA,  FORMER  WHITE  HOUSE 
ASSISTANT  TO  THE  PRESIDENT,  STAFF  SECRETARY 

Mr.  C LINGER.  Next,  we'd  ask  Mr.  Podesta. 

Mr.  Podesta.  Thank  you,  Mr.  Chairman,  members  of  the  com- 
mittee. Grood  morning.  It  s  always  a  pleasure  to  appear  at  oversight 
hearings. 

My  name  is  John  Podesta.  I  am  currently  a  visiting  Professor  of 
Law  at  Georgetown  University  Law  Center.  From  January  20, 
1993  through  June  30,  1995,  I  served  in  the  White  House  as  Assist- 
ant to  the  President  and  Staff  Secretary.  From  late  May  to  earlv 
July  1993,  I  worked  imder  the  direction  of  then  Chief  of  Staff  Mack 
McLarty  and  then  0MB  Director  Leon  Panetta  on  an  internal  man- 
agement review  of  the  events  surrounding  the  dismissal  of  seven 
employees  from  the  White  House  Travel  Office.  I  was  assisted  in 
this  effort  by  my  Deputy  Todd  Stem.  The  report  we  prepared  was 
released  to  the  public  on  July  2,  1993.  My  testimony  today  will 
briefly  explain  how  we  prepared  the  report  and  then  summarize 
the  report's  major  conclusions. 

By  way  of  context,  let  me  give  you  a  very  brief  synopsis  of  what 
the  Travel  Office  did.  The  office  fulfilled  two  principle  functions. 
First,  it  handled  all  travel  arrangements  for  the  White  House  Press 
Corps  when  traveling  with  the  President.  Those  arrangements  in- 
cluded chartering  aircraft,  making  hotel  reservations,  getting  filing 
centers  set  up,  getting  equipment  and  baggage  moved  and  charter- 
ing ground  transportation. 

Second,  the  Travel  Office  made  commercial  travel  arrangements 
for  the  staff  and  the  Executive  Office  of  the  President,  a  function 
now  contracted  out  to  private — to  a  private  travel  agency. 

With  respect  to  chartering  aircraft  for  the  Press  Corps,  an  the  ac- 
tivity that  results  in  millions  of  dollars  of  annual  expenses,  the 
Travel  Office  used  a  single-source,  no-bid  system.  I  should  point 
out  that  because  these  millions  of  dollars  of  billings  and  reimburse- 
ments did  not  follow  Federal  dollars,  they  were  funneled  through 
a  bank  account  at  the  Riggs  Bank,  which  I  believe  was  unaudited, 
and  for  all  intents  and  purposes,  unsupervised  by  anyone  outside 
the  Travel  Office. 

On  May  25,  1993,  the  White  House  announced  that  Mr.  McLarty 
and  Mr.  Panetta  would  begin  an  internal  management  review  of 
the  circumstances  surrounding  the  May  19th  dismissal  of  the  seven 
Travel  Office  employees.  Shortly  after  that,  Mr.  McLarty  asked  me 
and  Mr.  Stern  to  help  him  conduct  the  review.  Both  of  us  are  law- 
yers and  neither  of  us  had  any  involvement  in  the  Travel  Office  in- 
cident. 

During  the  following  5  weeks  in  the  course  of  preparing  this  re- 
port, we  interviewed  more  than  40  people  inside  and  outside  the 
White  House.  Mr.  McLarty  and  Mr.  Panetta  also  conducted  inter- 
views with  a  number  of  key  people  involved.  Let  me  briefly  summa- 
rize our  conclusions. 

First,  there  was  a  very  serious  financial  management  problem  in 
the  Travel  Office.  The  accounting  firm  of  Peat  Marwick  was 
brought  in  to  review  the  operations  of  the  Travel  Office  and  found 
major  financial  problems,  including  $18,000  worth  of  unaccounted 
for  checks  made  out  to  cash,  a  lack  of  basic  accountability,  billing 
by  estimate,  a  cash  management  system  so  poor  that  the  office 
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lacked  a  general  ledger  or  cash  receipts  disbursements  journal,  and 
a  lack  of  minimally  adequate  documentation. 

Despite  these  serious  financial  problems  and  although  it  was  ap- 
propriate to  make  management  changes  in  the  Travel  Office,  we 
found  that  the  White  House  erred  in  the  way  it  went  about  making 
these  changes.  We  concluded  that  given  the  concerns  about  finan- 
cial irregularities  in  the  Travel  Office,  it  was  not  inappropriate  for 
an  Associate  White  House  Counsel  to  make  an  initial  call  to  the 
FBI  to  seek  guidance  on  how  to  proceed. 

However,  in  subsequent  conversations  with  FBI  agents,  the  Asso- 
ciate Counsel  made  comments  that  could  have  been  interpreted  as 
pressing  for  fast  action.  The  FBI  agents  involved  all  stated  that 
thev  viewed  the  Associate  Counsel's  comments  as  seeking  g^dance 
ana  did  not  feel  pressured,  as  Mr.  Shaheen  has  testified. 

FBI  Director  Sessions  confirmed  that  view  in  a  June  30th  letter 
to  Senator  Dole.  I  would  also  note  that  none  of  the  officials  at  the 
FBI  or  at  the  Department  of  Justice  who  heard  about  Mr.  Ken- 
nedy's calls  within  a  day  after  they  were  made,  including  several 
very  senior  people  at  both  agencies,  suggested  that  they  thought 
the  call  was  improper.  We  also  found  that  the  White  House  Press 
Office  erred  inadvertently  when  it  mentioned  the  FBI's  involve- 
ment, and  in  its  dealings  with  the  FBI  were  trying  to  ascertain 
what  could  accurately  be  said  concerning  the  FBI  investigation,  the 
White  House  was  not  sufficiently  careful  about  avoiding  even  the 
appearance  of  trying  to  influence  FBI  conduct. 

We  found  that  although  the  employees  of  the  Travel  Office 
served  at  the  pleasure  of  the  President,  as  Mr.  Moran  pointed  out, 
the  White  House  made  mistakes  in  the  way  it  treated  them.  The 
biggest  mistake  is  the  one  I  have  already  mentioned,  disclosing  the 
involvement  of  the  FBI  for  which  the  Chief  of  Staff  publicly  apolo- 
gized. Beyond  that,  there  was  no  need  to  dismiss  all  the  employees 
so  abruptly. 

The  White  House  did  take  corrective  action  on  May  25,  1993, 
when  the  five  employees  who  did  not  exercise  financial  control  over 
the  office  were  put  on  paid  administrative  leave.  They  were  subse- 
quently given  new  positions  in  other  executive  branch  agencies. 

The  deputy  director  of  the  office  retired.  The  director  was  in- 
dicted on  charges  related  to  financial  irregularities  in  the  office  and 
is  currently  awaiting  trial. 

Finally,  we  foimdthat  the  White  House  was  insensitive  to  the 
appearance  of  favoritism  with  respect  to  certain  of  the  persons  and 
entities  involved  in  the  decisions  that  led  up  to  the  firings  in  the 
Travel  Office  and  in  the  efforts  to  keep  the  office  functioning  in  the 
immediate  afi^rmath  of  the  firings. 

In  the  aftermath  of  these  events,  the  White  House  took  a  number 
of  corrective  steps  such  as  directing  that  initial  contacts  with  the 
FBI  concerning  investigations  of  possible  criminal  activity  occur  be- 
tween White  House  Counsel's  Office  and  top  Justice  Department 
officials.  We  issued  guidance  for  contacts  between  the  White  House 
and  FBI  Press  Offices,  instituted  a  competitive  bidding  system  for 
the  selection  of  press  charters  and  introduced  new  financial  con- 
trols in  the  Travel  Office. 

Before  concluding,  Mr.  Chairman,  and  I  would  add  that  when 
you  introduced  us  you  said  you  hoped  we  wouldn't  mind  rhetoric 
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and  oratory,  which  I  didn't  mind,  but  I  did  mind  the  sideswipe  in 
your  opening  statement  that  implied  that  I  Hed  to  the  GAO  and  I 
want  to  address  that  for  a  minute. 

You  characterized  the  900  pages  of  notes  that  were  provided  to 
this  committee  as  my  notes.  They  are  not  my  notes.  They  are  notes 
that  were  made  during  the  conduct  in  the  course  of  our  manage- 
ment review,  but  they  were  not  my  notes.  The  GAO,  a  trained  in- 
vestigator from  the  GAO,  asked  me  a  question:  Did  I  keep  notes? 
I  said  only  a  thimble  full.  If  you  look  at  the  notes  that  you  have 
before  you,  you  will  find  there  are  a  thimble  full  of  my  notes. 

I  think  the  context  is  also  clear  from  the  GAO  review  because 
they  went  on  to  ask  Mr,  Stern  about  his  note-taking  habits  and  he 
responded  to  them  I  think  accurately.  So  I  think  that  the  context 
of  this  was  mischaracterized  and  I  wonder  how  the  question  was 
framed  to  the  GAO  investigator  when  he  replied  in  the  way  that 
you  stated  in  your  opening  statement.  I  take  offense  of  it. 

Let  me  conclude  by  observing  that  despite  the  short  time  period 
in  which  we  did  our  work  and  the  breadth  of  our  task,  the  report 
we  prepared  was  tough  and  candid  and  has  stood  the  test  of  time. 
While  a  subsequent  report  of  the  Office  of  Professional  Responsibil- 
ity took  issue  with  some  of  our  judgments,  for  example,  concluding 
that  we  had  been  overly  harsh  in  criticizing  the  White  House's 
dealings  with  the  FBI,  no  subsequent  report  has  identified  any  fac- 
tual errors  in  our  report. 

I  would  be  happy  to  answer  any  questions. 

Mr.  Clinger.  Thank  you,  Mr.  Podesta. 

[The  prepared  statement  of  Mr.  Podesta  follows:] 

Prepared  Statement  of  John  Podesta,  Former  White  House  Assistant  to  the 

President,  Staff  Secretary 

Mr.  Chairman,  Members  of  the  Committee,  good  morning.  My  name  is  John  Pode- 
sta. I  am  currently  a  Visiting  Professor  of  Law  at  the  Georgetown  University  Law 
Center.  From  January  20,  1993  through  June  30,  1995,  I  served  in  the  White  House 
as  Assistant  to  the  Preside??t  and  Stan  Secretary. 

From  late  May  to  early  July,  1993,  I  worked  under  the  direction  of  then  Chief 
of  Staff  Mack  McLarty  and  then  0MB  Director  Leon  Panetta  on  an  internal  man- 
agement review  of  the  events  surrounding  the  dismissal  of  seven  employees  from 
the  White  House  Travel  Office.  I  was  assisted  in  this  effort  by  my  Deputy,  Todd 
Stem.  The  report  we  prepared  was  released  to  the  public  on  July  2,  1993.  My  testi- 
mony todajyr  will  briefly  explain  how  we  prepared  the  Report  and  then  summarize 
the  Report  s  major  conclusions. 

By  way  of  context,  let  me  give  you  a  very  brief  synopsis  of  what  the  Travel  Office 
did.  The  Oflice  fulfilled  two  principal  functions.  First,  it  handled  all  travel  arrange- 
ments for  the  White  House  press  corps  when  traveling  with  the  President.  Those 
arrangements  include  chartering  aircraft,  making  hotel  reservations,  getting  filing 
centers  set  up,  getting  equipment  and  baggage  moved  and  chartering  ground  trans- 
portation. Second,  the  Travel  Office  made  commercial  travel  arrangements  for  staff 
in  the  Executive  Office  of  the  President,  a  function  now  contracted  out  to  a  private 
travel  agency.  With  respect  to  chartering  aircraft  for  the  press  corps — an  activity 
that  results  in  millions  of  dollars  of  annual  expenses — the  Travel  Office  used  a  sin- 
gle-source, no-bid  system.  There  was  no  competitive  bidding. 

On  May  25,  1993,  the  White  House  announced  that  Mr.  McLarty  and  Mr.  Panetta 
would  begin  an  internal  management  review  of  the  circumstances  surrounding  the 
May  19  dismissal  of  the  seven  Travel  Office  employees.  Shortly  aft^r  that,  Mr. 
McLarty  asked  me  and  Mr.  Stem  to  help  him  conduct  the  review.  Both  of  us  are 
lawyers  and  neither  of  us  had  any  involvement  in  the  Travel  Office  incident. 
,  During  the  following  five  weeks,  in  the  course  of  preparing  this  Report,  we  inter- 
viewed more  than  40  people  inside  and  outside  the  White  House.  Mr.  McLarty  and 
Mr.  Panetta  also  conducted  interviews  with  a  number  of  the  key  people  involved. 

Let  me  briefly  summarize  our  conclusions. 
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First,  there  was  a  very  serious  financial  management  problem  in  the  Travel  Of- 
fice. The  accounting  firm  of  Peat  Marwick  was  brought  in  to  review  the  operations 
of  the  Travel  Office  and  found  major  financial  problems  including  $18,000  worth  of 
unaccounted-for  checks  made  out  to  cash;  a  lack  of  basic  accountability,  billing  by 
estimate;  a  cash  management  system  so  poor  that  the  Ofiice  lacked  a  general  ledger 
or  a  cash  receipts/disbursements  journal;  and  a  lack  of  minimally  adequate  docu- 
mentation. 

Despite  these  serious  financial  problems,  and  although  it  was  appropriate  to  make 
management  changes  in  the  Travel  Office,  we  found  that  the  White  House  erred  in 
the  way  it  went  about  making  these  changes. 

FBI 

We  concluded  that,  given  the  concerns  about  possible  financial  irregularities  in 
the  Travel  Office,  it  was  not  inappropriate  for  an  Associate  White  House  Counsel 
to  make  an  initial  call  to  the  FBI  to  seek  guidance  on  how  to  proceed.  However, 
in  subsequent  conversations  with  FBI  agents,  the  Associate  Counsel  made  com- 
ments that  could  have  been  interpreted  as  pressing  for  fast  action.  The  FBI  agents 
involved  all  stated  that  they  viewed  the  Associate  Counsel's  comments  as  seeking 

Juidance  and  did  not  feel  pressured.  FBI  Director  Sessions  echoed  this  view  in  a 
une  30  letter  to  Senator  Dole. 

We  also  found  that  the  White  House  press  office  erred  inadvertently  when  it  men- 
tioned the  FBFs  involvement.  And  in  its  dealings  with  the  FBI,  when  trying  to  as- 
certain what  could  accurately  be  said  concerning  the  FBI  investigation,  the  White 
House  was  not  sufficiently  careful  about  avoiding  even  the  appearance  of  trying  to 
influence  FBI  conduct. 

Treatment  of  employees 

We  found  that  although  the  employees  of  the  Travel  Office  served  at  the  pleasure 
of  the  President,  the  White  House  made  mistakes  in  the  way  it  treated  them.  The 
biggest  mistake  is  the  one  Fve  already  mentioned — disclosing  the  involvement  of  the 
FBI.  Beyond  that,  there  was  no  need  to  dismiss  all  the  employees  so  abruptly.  The 
White  House  did  take  corrective  actions  on  May  25,  1993,  when  the  five  employees 
who  did  not  exercise  financial  control  over  the  office  were  put  on  paid  administra- 
tive leave;  they  were  subsequently  given  new  positions  in  other  executive  branch 
agencies.  The  depuW  director  in  the  office  retired.  The  director  was  indicted  on 
charges  related  to  financial  irregularities  in  the  office  and  is  currently  awaiting 
trial. 

Favoritism 

Finally,  we  found  that  the  White  House  was  insensitive  to  the  appearance  of  fa- 
voritism with  respect  to  certain  of  the  persons  and  entities  involved  in  the  decisions 
that  led  up  to  the  firings  in  the  Travel  Office,  and  in  the  efforts  to  keep  the  office 
functioning  in  the  immediate  aftermath  of  the  firings. 

Corrective  Measures 

In  the  aftermath  of  these  events,  the  White  House  took  a  number  of  corrective 
steps,  such  as  directing  that  initial  contacts  with  the  FBI  concerning  investigations 
of  possible  criminal  activity  occur  between  White  House  Counsel's  Office  and  top 
Justice  Department  officials;  issuing  guidance  for  contacts  between  the  White  House 
and  FBI  press  offices;  instituting  a  competitive  bidding  system  for  the  selection  of 
press  charters;  and  introducing  new  financial  controls  in  the  Travel  Office. 

Let  me  conclude  by  observing  that,  despite  the  short  time  period  in  which  we  did 
our  work  and  the  breadth  of  our  task,  the  report  we  prepared  was  tough  and  candid 
and  has  stood  the  test  of  time. 

At  this  time,  I  would  be  happy  to  take  questions. 

Mr.  Clinger.  Now,  I  will  ask  Ms.  Kingsbury. 

STATEMENT  OF  NANCY  KINGSBURY,  DIRECTOR  OF  PLANNING 
AND  REPORTING,  GENERAL  ACCOUNTING  OFFICE 

Ms.  Kingsbury.  Thank  you,  Mr.  Chairman. 

You  have  a  written  statement  that  I  have  prepared,  if  you  would 
be  so  kind  as  to  put  it  in  the  record,  I'll  try  and  be  quite  brief  in 
my  summary, 

Mr.  Clinger.  Without  objection,  so  ordered. 

Ms.  Kingsbury.  I  want  to  say  first  what  we  did. 
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As  you  may  know,  the  review  that  we  did  was  a  statutory  man- 
date passed  in  the  summer  of  1993.  It  was  very  general  in  its  lan- 
guage, so  initially  we  looked  to  written  products  and  to  discussions 
with  very — various  Members  on  the  Hill  to  identify  the  things  that 
we  covered  in  our  review  and  those  things  came  down  to  three 
broad  areas  in  the  end:  The  circumstances  surrounding  the  re- 
moval of  the  Travel  Office  employees;  to  the  extent  we  could,  the 
past  financial  management  practices  of  the  Travel  Office;  and  then 
we  took  a  look  at  tne  then  current  financial  management  of  the 
Travel  Office,  largely  to  see  whether  the  statements  that  had  been 
made  in  the  management  review  that  those  problems  had  been 
fixed,  in  fact,  had  been  carried  out. 

This  review  took  place  in  an  extraordinarily  difficult  environ- 
ment for  us,  in  our  experience.  First  of  all,  you  have  heard  men- 
tioned there  was  a  criminal  investigation  that  was  going  on. 

We  had  been  requested  by  the  Justice  Department  to  defer  many 
of  our  interviews  to  give  precedence  to  the  criminal  investigation. 
We  cooperated  in  that  request.  In  the  end,  a  number  of  the  obvi- 
ously key  parties  to  this  refused  to  be  interviewed  at  all  because 
of  the  circumstances  of  the  criminal  investigation. 

There  were  also  the  other  investigations  going  on,  some  of  which 
are  being  reported  on  here  this  morning.  Those  also  led  to  cir- 
cumstances which  were  relatively  unusual  for  us.  Interviews  that 
we  conducted  were  carried  on  after  interviews  had  been  carried  on 
with  a  whole  lot  of  other  people.  That  does  raise  some  questions 
about  how  memories,  people's  memories  of  events  may  have  been 
shaped. 

With  respect  to  our  dealings  with  the  White  House,  we  did  have 
a  substantial  amount  of  delay  in  receiving  a  lot  of  documents.  In 
the  end,  we  may  not  have  received  all  of  the  documents  that  would 
have  been  ideal.  We  can  get  into  that  a  little  more  in  the  questions 
and  answers,  I  suppose. 

Finally,  we  did  issue  our  report  on  May  2,  1994,  and  in  that  re- 
port, we  identified  29  criteria  that  we  thought  ought  to  apply  to  the 
management  of  this  office.  This  is  a  very  unusual  office  since  it  in- 
volves Federal  employees  managing  funds  that  are  in  fact  private 
funds,  and  so  we  set  out  29  criteria  to  use  to  evaluate  the  office 
at  the  time  we  did  our  work  and  to  use  to  evaluate  the  office  in 
the  future. 

We  evaluated  the  progress  the  Travel  Office  had  made  toward 
meeting  those  criteria  at  the  time  and  found  that  it  had  not  made 
as  much  progress  as  the  management  review  might  have  sug- 
gested. And  then  finally  we  did  criticize  White  House  officials  for 
many  of  the  actions  that  Mr.  Podesta  acknowledged  the  manage- 
ment review  also  criticized. 

On  September  15  of  this  year,  Mr.  Chairman,  you  asked  us  to  go 
back  into  the  Travel  Office  and  look  again  at  how  they  were  meet- 
ing our  29  criteria.  We  have  done  that  and,  as  you  know,  we 
briefed  vou  very  recently.  Basically,  we  found  that  the  Travel  Office 
currently  has  procedures  in  place  that  generally  meet  26  of  the  29 
criteria.  The  three  that  are  not  met  have  to  do  with  reconciling  ac- 
counts on  a  timely  basis  and  paying  bills  on  a  timely  basis  and  bill- 
ing customers  on  a  timely  basis.  These  are  nontrivial  difficulties 
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but  the  Travel  Office  is  aware  of  them  and  is  working  on  the  prob- 
lems. 

I'd  like  to  close  today,  Mr.  Chairman,  with  the  observation  that 
the  auditing  and  evaluation  responsibilities  of  the  General  Ac- 
counting Office  can  be  fully  carried  out  only  in  an  environment  in 
which  we  are  provided  full  and  open  access  to  all  of  the  pertinent 
records  related  to  the  subjects  of  our  reviews  and  we  can  interview 
with  their  full  cooperation  all  of  the  key  individuals  who  were  re- 
sponsible for  the  events  in  question. 

As  a  practical  matter  we  depend  on  and  usually  receive  the  can- 
dor and  cooperation  of  agency  officials  and  other  involved  parties 
and  access  to  all  their  records.  In  candor,  I  can't  say  that  there  was 
quite  as  generous  an  outpouring  of  cooperation  in  this  case  as 
might  have  been  desirable. 

In  the  case  of  this  review,  we  did  receive  adequate  or  even  excel- 
lent access  and  cooperation  in  some  areas,  notably,  from  the  Inter- 
nal Revenue  Service.  However,  if  the  constraints  and  limitation  on 
access  and  cooperation  we  experienced  in  other  areas  of  this  review 
were  commonplace  in  our  work,  it  would  be  difficult  indeed  for  us 
to  provide  the  information  the  Congress  needs  for  its  oversight. 

And  with  that  observation,  I  will  conclude  my  prepared  state- 
ment and  respond  to  any  questions. 

Mr.  Clinger.  Thank  you  very  much,  Ms.  Kingsbury. 

[The  prepared  statement  of  Ms.  Kingsbury  follows:] 

Prepared  Statement  of  Nancy  Kingsbury,  Director  of  Planning  and 
Reporting,  General  Accounting  Office 

Mr.  Chairman  and  Members  of  the  Committee,  I  am  here  today  in  response  to 
your  request  to  discuss  our  work  and  our  report  on  the  operations  of  the  White 
House  Travel  OfTice.  The  Travel  OfTice's  operations  attracted  the  attention  of  the 
Congress  and  the  media  in  May  of  1993,  wnen  White  House  officials  dismissed  the 
seven  employees  of  the  Office  amid  charges  of  financial  mismanagement  and  pos- 
sible criminal  investigations.  As  you  know,  we  issued  our  report  on  May  2,  1994. 
(White  House:  Travel  Ofrice  Operations  GAO/GGD-94-132.) 

WHAT  WE  DID 

We  undertook  this  work  in  response  to  section  805  of  Public  Law  103-50,  the  Sup- 
plemental Appropriations  Act  of  1993,  which  required  that  we  "conduct  a  review  of 
the  action  taken  with  respect  to  the  White  House  travel  office.  .  .  ."  Given  the 
breadth  of  this  language,  we  initially  took  steps  to  identify  the  issues  that  we  would 
cover  in  this  assignment.  To  do  that,  we  (1)  reviewed  the  White  House  Travel  Office 
Management  Review  ^  to  inventory  the  issues  the  White  House  considered  to  be  per- 
tinent to  the  actions  taken;  and  (2)  discussed  the  events  surrounding  the  Travel  Of- 
fice matter  and  the  Management  Review  with  the  stafTs  of  the  Committees  and 
Members  of  Congress  who  contacted  us,  or  who  had  been  cited  in  the  media  as  ex- 

Sressing  concerns  about  the  Travel  Office  matter  and  who  could  meet  with  us  to 
iscuss  their  concerns.^ 

We  distilled  the  issues  we  identified  through  this  approach  into  three  broad  areas 
of  inauiry  that  we  considered  to  be  our  scope  of  work:  (1)  the  circumstances  sur- 
rounding the  removal  of  the  Travel  Office  employees;  (2)  the  past  financial  manage- 
ment practices  of  the  Travel  Office;  and  (3)  tne  then-current  financial  management 
operations  of  the  Travel  Office,  including  the  extent  to  which  problems  identified  in 
the  past  had  been  corrected.  To  carry  out  this  work,  we  assembled  a  GAO  team  that 
included  individuals  who  had  knowledge  and  skills  in  the  areas  of  financial  manage- 
ment, federal  travel  operations  and  procurement,  and  legal  issues  and  investiga- 
tions, as  well  as  specialists  in  tax  policy  and  administration. 


1  Issued  by  White  House  officials  on  July  2,  1993. 

"The  congressional  stafT  representatives  we  met  with  are  identified  in  footnote  3,  page  17,  of 
our  report. 
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To  examine  the  issues  we  identified  in  our  scope  of  work,  we  reviewed  relevant 
documentation  and  interviewed  more  than  100  current  or  former  officials  of  the 
White  House  and  federal  agencies,  as  well  as  other  organizations,  who  were  knowl- 
edgeable about  the  Whit«  House  press  charter  operations.^  Where  we  were  able  to 
do  so,  we  utilized  the  work  of  other  organizations  investigating  the  same  matters, 
such  as  the  work  of  the  IRS  Inspection  Service  or  the  Treasury  Office  of  Inspector 
General  (OIG),  in  addition  to  our  own  work. 

CHALLENGES  WE  FACED 

This  work  was  conducted  in  an  extraordinarily  difficult  environment.  After  the 
announcement  of  the  removal  of  the  Travel  Office  employees  in  May  1993,  the  FBI 
conducted  a  criminal  investigation  related  to  Travel  Office  operations.  Executive 
branch  law  enforcement  authorities  object  to  any  activity  by  GAO  that  might  inter- 
fere with  a  criminal  investigation,  and  it  is  our  long-stand[ing  policy  to  avoid  such 
activity.  Consistent  with  that  policy,  we  obtained  no  information  about  the  FBI  in- 
vestigation. 

Because  of  the  criminal  investigation,  some  delays  occurred  in  our  scheduling 
interviews  with  many  of  the  White  House  and  other  officials  involved  in  the  matter. 
We  were  also  unable  to  interview  people  in  the  order  and  at  the  time  we  preferred, 
and  some  of  the  key  individuals  with  whom  we  wished  to  speak  refused  to  speak 
with  us  at  all.  We  have  no  subpoena  power  with  which  to  compel  testimony.  Since 
it  was  unlikely  that  interviews  with  tne  individuals  would  be  possible  for  the  fore- 
seeable fiiture,  and  to  meet  our  commitment  to  issue  a  report  by  early  May  1994, 
we  decided  to  report  on  our  findings  without  talking  to  those  individuals. 

A  related  problem  in  our  work  was  that  our  interviews  took  place  during  a  period 
when  other  mvestigations  of  the  events  had  been  initiated  in  addition  to  the  crimi- 
nal investigation.  These  included  investigations  by  IRS  and  the  Treasury  OIG,  and 
the  reviews  by  the  FBI  and  Office  of  Professional  Responsibility  that  are  rep- 
resented by  other  members  of  this  panel  this  morning.  In  addition,  a  special  counsel 
was  appointed  to  investigate  matters  related  to  the  suicide  of  the  Deputy  Legal 
Counsel,  Vincent  Foster.  Although  we  were  able  to  work  around  or  with  some  of 
these  investigations,  interviews  we  conducted  were  in  many  cases  preceded  bv  inter- 
views by  other  investigating  officials,  raising  concerns  for  some  aoout  whether  our 
interviews  were  influenced  dv  earlier  events.  In  many  instances,  legal  representa- 
tives from  Justice  or  the  >Arhite  House  attended  the  interviews;  in  some  cases, 
interviewees  invited  their  private  attorneys  to  attend.  While  we  objected  to  this 
practice  in  some  cases,  we  nave  no  basis  to  prevent  individuals  we  inter/iew  from 
naving  others  attend.  Fortunately,  it  is  a  practice  that  does  not  routinely  occur  in 
our  work. 

The  conditions  under  which  the  work  was  conducted  also  involved  significant 
delays  in  our  receiving  copies  of  documents  we  requested.  Moreover,  as  we  discussed 
with  the  Committee  at  the  time,  we  were  able  to  proceed  with  our  work  only  after 
agreeing  to  store  the  copies  of  documents  provided  by  White  House  officials  in  space 
located  m  the  New  Executive  Office  Building. 

This  agreement  hampered  our  work,  because  special  arrangements  had  to  be 
made  for  access  to  the  workpapers  for  our  staff  and  key  workpapers  were  sometimes 
unavailable  on  a  timely  basis  when  needed.  Delays  also  occurred  because  interviews 
with  many  of  the  key  individuals  we  needed  to  talk  to  had  to  be  arranged  through 
the  White  House  Legal  Counsel's  office,  and  follow-up  questions  had  to  be  submitted 
in  writing  because  our  normal  practice  of  following  up  by  telephone  was  precluded. 

THE  RESULTS  OF  OUR  WORK 

We  recognized  in  our  report  that  these  constraints  under  which  our  review  was 
conducted  limited  to  some  extent  our  ability  to  fully  evaluate  the  operations  of  the 
Travel  Office  or  to  fully  resolve  some  of  the  issues  we  sought  to  address.  Nonethe- 
less, our  report  (1)  identified  29  criteria  for  sound  financial  management  that  should 
be  used  to  manage  and  evaluate  the  operations  of  the  Travel  Office,  (2)  evaluated 
the  progress  the  Travel  Office  made  toward  meeting  those  criteria  through  May  of 
1994,  and  (3)  criticized  White  House  officials  for  some  actions  in  the  events  sur- 
rounding the  dismissal  of  the  employees. 

On  September  15,  1995,  you  asked  us  to  revisit  the  White  House  Travel  Office's 
financial  operations  and  to  make  a  further  assessment  of  those  operations  in  com- 
parison to  the  29  criteria  we  identified.  We  have  done  so  and  concluded  that,  for 
the  period  between  January  through  August  1995,  the  Travel  Office's  procedures 
met  26  of  the  29  criteria.  \Ve  identified  additional  improvements  that  should  be 


'A  list  of  all  orthe  individuals  we  interviewed  is  contained  in  appendix  II  of  our  report 
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made  in  the  areas  of  reconciling  bank  accounts,  and  billing  customers  and  paying 
vendors  in  a  timely  fashion.  We  also  made  suggestions  for  certain  other  improve- 
ments in  the  Travel  Ofiice's  operations. 

SUBSEQUENT  EVENTS  AND  OBSERVATIONS 

Since  the  issuance  of  our  1994  report,  continued  attention  by  this  Committee  and 
the  media  to  the  events  surrounding  the  dismissal  of  the  White  House  Travel  Office 
employees  has  resulted  in  the  disclosure  to  us  of,  or  comment  in  the  media  about, 
some  additional  records  that  were  not  brought  to  our  attention  during  our  work  or 
that  we  were  told  did  not  exist.  For  example,  during  our  review  White  House  offi- 
cials denied  knowledge  of  any  materials  related  to  the  Travel  Office  in  Mr.  Foster's 
possession  at  the  time  of  his  death.  Recently,  such  files  have  been  acknowledged  and 
provided  to  this  Committee.  Other  media  repwrts  suggest  that  additional  documents 
exist  that  we  were  told  did  not,  such  as  records  supporting  the  preparation  of  the 
White  House  Management  Review.  For  the  most  part,  we  have  not  had  access  to  this 
new  evidence. 

Mr.  Chairman,  I  would  like  to  conclude  with  the  observation  that  the  auditing 
and  evaluation  responsibilities  of  the  General  Accounting  Oflice  can  be  fully  carried 
out  only  in  an  environment  in  which  we  are  provided  full  and  open  access  to  all 
of  the  pertinent  records  related  to  the  subjects  of  our  reviews,  and  we  can  interview, 
with  their  full  cooperation,  all  of  the  key  individuals  who  were  responsible  for  or 
involved  in  the  events  in  question.  As  a  practical  matter,  we  depend  on  and  usually 
receive  the  candor  and  cooperation  of  agency  officials  and  other  involved  parties  and 
access  to  appropriate  records.  In  the  case  of  this  review,  we  experienced  adequate 
or  even  excellent  access  and  cooperation  in  some  areas,  such  as  from  the  Internal 
Revenue  Service.  However,  if  the  constraints  and  limitations  on  access  and  coopera- 
tion we  experienced  in  other  areas  of  this  review,  such  as  with  the  White  House, 
were  commonplace  in  our  work,  it  would  be  difficult  indeed  for  us  to  provide  the 
Congress  in  a  timely  manner  with  the  information  it  needs  to  carry  out  its  author- 
ization, appropriation,  and  oversight  roles  under  our  Constitution. 

This  concludes  my  prepared  statement,  Mr.  Chairman.  I  will  be  happy  to  answer 
any  questions  you  or  your  colleagues  may  have. 

Mr.  Clinger.  Now,  I'd  ask  FBI  Inspector,  Mr.  Smith,  if  you 
would  present  your  testimony. 

STATEMENT  OF  IVIAN  C.  SMITH,  INSPECTOR,  FEDERAL 
BUREAU  OF  INVESTIGATION 

Mr.  Smith.  Thank  you,  Mr.  Chairman,  members  of  the  commit- 
tee. 

My  brief  statement  will  provide  an  overview  of  the  role  I  played 
in  conducting  an  internal  review  of  the  FBI's  contacts  with  the 
White  House  that  is  related  to  the  investigation  of  the  White  House 
Travel  Office. 

I  was  first  notified  on  Tuesday,  May  25,  1993,  of  my  assignment 
at  a  5  p.m.  meeting  in  the  Office  of  Deputy  Director  Floyd  Clarke. 
I  recall  the  following  individuals  were  in  attendance  besides  Dep- 
uty Director  Clarke  and  myself;  associate  Deputy  Director  Weldon 
Kennedy,  who  had  responsibilities  for  oversight  of  the  investiga- 
tion. Assistant  Director  Joe  Davis  of  what  was  then  the  FBI's  Legal 
Counsel  Division,  the  Deputy  Assistant  Director  Joe  Johnson  of  me 
Inspection  Division,  and  Deputy  Assistant  Director  Fred  Barringer 
of  the  Criminal  Division.  Perhaps  there  were  others  there  that  I 
don't  recall,  but  if  so,  they  weren't  major  participants. 

There  was  a  general  discussion  regarding  the  focus  of  the  inves- 
tigation that  I  was  to  conduct.  What  emerged  were  instructions 
that  I  was  to  submit  a  report  that  addressed  two  central  issues: 
One,  I  was  to  prepare  a  chronology  of  all  FBI  contacts  with  White 
House  staff;  and  two,  to  determine  if  the  FBI  was  in  compliance 
with  existing  FBI  policy  relating  to  those  contacts. 
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It  should  be  pointed  out  that  there  was  a  short  deadline.  I  be- 
lieve it  was  June  1,  1993,  that  didn't  allow  for  an  expanded  inves- 
tigation. I  also  believe  that  Deputy  Director  Clarke  ordered  the  re- 
view. 

Finally,  it  should  be  noted  that  Director  William  Sessions  was 
traveling  overseas,  however,  due  to  the  availability  of  facsimile  ma- 
chines, tnis  didn't  present  a  major  logistical  problem.  He  approved 
the  final  report,  but  I  would  emphasize  he  made  very  few  changes 
and  only  they  were  cosmetic  in  nature.  This  applied  to  the  com- 
ments of  other  FBI  officials  as  well. 

My  investigation  consisted  of  contacting  all  those  FBI  personnel 
who  had  direct  contact  with  the  White  House  staff  and  those  who 
had  been  apprised  of  the  contacts  within  the  FBI  management. 
Some  had  already  prepared  informal  notes,  which  were  furnished 
to  me  and  pro\dded  a  basis  for  my  discussions  with  them.  Others 
were  simply  subjected  to  interview.  But  this  allowed  me  to  estab- 
lish with  confidence  a  succinct  chronology  of  the  contacts  with  the 
White  House  staff  by  FBI  personnel. 

I  deviated  from  a  description  of  what  occurred  in  those  contacts 
on  only  one  occasion.  On  page  4  of  my  report,  I  began  by  noting 
that  unit  Chief  James  A.  Bourke  was  telephonically  contacted  by 
White  House  Associate  Counsel  William  Held  Kennedy  the  Third. 
I  then  pointed  out  Bourke  and  Kennedy  had  frequent  prior  contact 
due  to  Bourke's  position  of  unit  chief  of  the  special  unit  inquiry  re- 
sponsible for  Wnite  House  background  investigations  and  Ken- 
nedy's position  involving  White  House  security. 

But  the  remainder  of  the  report  did  not  address  the  "why"  but 
only  the  "what"  of  the  sequence  of  events.  Those  were  my  instruc- 
tions from  the  original  meeting  on  May  25. 

I  also  reviewed  existing  FBI  policy  as  related  to  White  House 
contact  as  provided  to  me  by  the  Legal  Counsel  Division.  What  I 
determined  was  the  initial  call  by  Kennedy  to  Bourke  was  not  ad- 
dressed by  existing  policy.  There  was  guidance  as  related  to  FBI 
responses  to  White  House  requests  for  information  on  ongoing  in- 
vestigations. There  was  no  guidance  that  addressed  White  House 
contacts  with  the  FBI  to  discuss  a  potential  criminal  investigation 
or  to  obtain  guidance  involving  potential  criminal  matters. 

However,  I  should  point  out,  I  found  the  FBI  made  prompt  notifi- 
cation of  the  White  House  contact  to  the  Department  of  Justice.  In- 
deed, notification  was  made  to  three  separate  departmental  sec- 
tions and  at  no  time  did  the  FBI  make  a  commitment  to  commence 
an  investigation  until  both  the  Department  and  upper  management 
of  the  FBI  had  been  notified. 

Further,  FBI  personnel  refused  to  provide  guidance  to  White 
House  staff  personnel  based  on  information  they  were  being  pre- 
sented given  the  absence  of  specific  facts  and  documents  and  the 
inappropriateness  of  such  action. 

I  did  not  interview  anyone  at  the  White  House,  the  Department 
of  Justice  regarding  this  matter  during  the  conduct  of  my  inves- 
tigation in  view  of  the  fact  that  my  investigation  was  limited  to  an 
in-house  review.  The  final  report  was  approved  and  I  delivered  it 
to  the  Office  of  Attorney  General  on  June  1. 

This  concludes  my  prepared  remarks. 

Thank  you,  Mr.  Chairman. 
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Mr.  Clinger.  Thank  you  very  much,  Inspector  Smith. 
[The  prepared  statement  of  Mr.  Smith  follows:] 

Prepared  Statement  of  Ivian  C.  Smith,  Inspector,  Federal  Bureau  of 

Invectigation 

Mr.  Chairman,  members  of  the  committee,  I  have  a  brief  statement  that  will  pro- 
vide an  overview  of  the  role  I  played  in  conducting  an  internal  review  of  the  FBI's 
contacts  with  the  White  House  as  related  to  the  investigation  of  the  White  House 
Travel  OfRce. 

I  was  first  notified  on  May  25,  1993,  of  my  assignment  at  a  5:00  pm  meeting  in 
the  office  of  Deputy  Director  Floyd  Clarke.  I  recall  the  following  individuals  were 
in  attendance  besides  Deputy  Director  Clarke  and  myself:  Associate  Deputy  Director 
Weldon  Kennedy,  who  had  responsibility  for  oversight  of  the  investigation;  Assistant 
Director  Joe  Davis  of  what  was  then  the  FBI's  Legal  Counsel  Division;  Deputy  As- 
sistant Director  Joseph  Johnson  of  the  Inspection  Division.  Perhaps  there  were  oth- 
ers that  I  don't  recall,  but  if  so,  they  were  not  major  participants. 

There  was  general  discussion  regarding  the  focus  of  the  investigation.  What 
emerged  were  instructions  that  I  was  to  submit  a  report  that  addressed  two  central 
issues:  1)  prepare  a  chronology  of  all  FBI  contacts  with  White  House  staff;  and  2) 
determine  if  the  FBI  was  in  compliance  with  existing  FBI  policy  relating  to  those 
contacts. 

There  was  a  short  deadline — I  believe  it  was  June  1,  1993 — that  did  not  allow  for 
an  expanded  investigation.  I  believe  Deputy  Director  Clarke  ordered  the  review.  Fi- 
nally, it  should  be  noted  Director  William  Sessions  was  traveling  overseas,  however, 
due  to  the  availability  of  facsimile  machines,  this  did  not  present  a  major  logistical 
problem.  He  approved  the  final  report  but  I  would  emphasize,  he  made  very  few 
changes,  and  they  were  only  cosmetic  in  nature.  This  applied  to  the  comments  of 
other  FBI  ofiicials  as  well. 

My  investigation  consisted  of  contacting  all  those  FBI  personnel  who  had  direct 
contact  with  the  White  House  staff,  and  those  who  had  been  apprised  of  the  contacts 
within  the  FBI  management.  Some  had  already  prepared  informal  notes  which  were 
furnished  to  me,  and  provided  a  basis  for  my  discussions  with  them.  Others  were 
simply  subjected  to  interview.  But  this  allowed  me  to  establish  with  confidence  a 
succinct  chronology  of  contacts  with  the  White  House  staff  by  FBI  personnel. 

I  deviated  from  a  description  of  what  occurred  in  those  contacts  on  only  one  occa- 
sion. On  page  four  of  the  report,  I  began  by  noting  Unit  Chief  James  A.  Bourke  was 
telephonically  contacted  by  the  White  House  Associate  Counsel  William  Held  Ken- 
nedy III.  I  then  pointed  out  Bourke  and  Kennedy  had  frequent  prior  contact  due 
to  Bourke's  position  as  Unit  Chief  for  the  special  inquiry  unit  responsible  for  White 
House  background  investigations  and  Kennedy's  position  involving  White  House  se- 
curity. But  the  remainder  of  the  report  did  not  address  the  "why",  but  only  the 
"what"  of  the  sequence  of  events.  Those  were  my  instructions  from  the  original 
meeting  on  May  25th. 

I  also  reviewed  existing  FBI  policy  as  related  to  White  House  contacts,  as  pro- 
vided to  me  by  the  Legal  Counsel  Division. 

What  I  determined  was  the  initial  call  by  Kennedy  to  Bourke  was  not  addressed 
by  existing  policy.  There  was  guidance  as  related  to  FBI  responses  to  White  House 
requests  for  information  on  ongoing  investigations.  There  was  no  guidance  that  ad- 
dressed White  House  contacts  with  the  FBI  to  discuss  a  potential  criminal  investiga- 
tion, or  to  obtain  guidance  involving  potential  criminal  matters. 

However,  I  should  point  out,  I  found  the  FBI  made  prompt  notification  of  the 
White  House  contacts  to  the  Department  of  Justice.  Indeed,  notification  was  made 
to  three  separate  departmental  sections,  and  at  no  time  did  the  FBI  make  a  commit- 
ment to  commence  an  investigation  until  both  the  department  and  upper  manage- 
ment of  the  FBI  had  been  notified.  Further,  FBI  personnel  refused  to  provide  guid- 
ance to  White  House  staff  personnel  based  on  the  information  they  were  presented 
given  the  absence  of  specific  facts  and  documents,  and  the  inappropriateness  of  such 
action. 

I  did  not  interview  anyone  at  the  White  House  or  the  Department  of  Justice  re- 
garding this  matter  during  the  conduct  of  my  investigation  in  view  of  the  fact  that 
my  investigation  was  limited  to  an  in-house  review.  The  final  report  was  approved, 
and  I  delivered  it  to  the  Office  of  the  Attorney  General  on  June  1. 

This  concludes  my  prepared  remarks.  Thank  you. 
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Mr.  Clinger.  And  finally  I  would  ask  Inspector  Bell  from  the  In- 
ternal Revenue  Service  if  you  would  give  us  your  prepared  re- 
marks. 

STATEMENT  OF  GARY  BELL,  CHIEF  INSPECTOR,  INTERNAL 

REVENUE  SERVICE 

Mr.  Bell.  Thank  you,  Mr,  Chairman. 

Mr.  Chairman,  members  of  the  committee,  my  name  is  Gary 
Bell,  I  am  the  Internal  Revenue  Service  Chief  Inspector  and  head 
the  IRS  Inspection  Service.  I  am  accompanied  today  by  John 
Cummings,  Acting  Assistant  Chief  Counsel  for  Disclosure  Litiga- 
tion. 

I  appreciate  this  opportunity  to  appear  before  you  to  discuss  the 
IRS  Report  of  Investigation  into  the  White  House  Travel  Office 
matter.  It  may  help  the  committee  to  know  a  little  about  the  role 
of  the  IRS  Inspection  Service. 

The  IRS  Inspection  Service  was  established  in  1952,  Since  its  in- 
ception, the  Inspection  Service  has  functioned  as  an  independent 
organization,  and  as  head  of  the  Inspection  Service,  I  report  di- 
rectly to  the  Commissioner.  Inspection's  mission  is  to  promote  pub- 
lic confidence  in  the  IRS  by  providing  management  with  independ- 
ent and  professional  internal  audit  and  investigative  products  that 
promote  the  economic,  efficient  and  effective  administration  of  the 
Nation's  tax  laws;  detect,  and  deter  fraud  and  abuse  in  IRS  pro- 
grams and  operations,  and  protect  the  IRS  against  external  at- 
tempts to  corrupt  or  threaten  employees. 

The  Inspection  organization  is  comprised  of  two  functions:  Inter- 
nal Audit  and  Internal  Security,  and  nas  staff  in  the  national  office 
as  well  as  each  regional  office.  All  Inspection  personnel  are  career 
civil  servants. 

On  May  26,  1993,  the  Inspection  Service  initiated  an  investiga- 
tion of  allegations  that  emanated  from  reports  of  possible  inappro- 
priate White  House  influence  on  the  IRS  in  connection  with  the 
White  House  Travel  Office  matter.  As  Chief  Inspector,  I  directed 
the  Regional  Inspector  in  our  Southeast  Region  to  investigate  these 
allegations. 

Inspection's  investigation  was  directed  by  the  Regional  Inspector 
in  the  Southeast  Region  and  was  supervised  by  a  Senior  Inspector, 
our  Supervisor  in  Charge  from  Greensboro,  NC  Inspection  Office. 
The  Supervisor  in  Charge  was  responsible  for  directing  the  inspec- 
tors and  internal  auditors  assigned  to  the  investigation. 

The  Assistant  Regional  Inspector  for  Internal  Security  also  was 
involved  in  supervising  the  investigation.  During  the  period  May 
26,  1993  through  June  18,  1993,  15  Internal  Security  Inspectors 
and  three  Internal  Auditors  worked  on  the  investigation. 

The  IRS  Inspectors  and  Auditors  interviewed  36  individuals  and 
recorded  the  results  of  the  interviews  in  Memoranda  of  Interview. 
The  Internal  Auditors  participated  in  interviews  where  their  tech- 
nical expertise  was  advantageous.  The  Inspectors  and  Auditors  also 
reviewed  applicable  procedures  and  guidelines,  evaluated  pertinent 
files  and  analyzed  computer  records  in  all  IRJS  offices  involved  in 
this  matter. 

The  Supervisor  in  Charge  wrote  the  Report  of  Investigation.  The 
report  was  reviewed  by  senior  Inspection  officials  in  the  Southeast 
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Region  and  national  office.  The  Inspection  Service  investigators 
concluded:  there  was  no  evidence  of  any  attempts  by  anyone  out- 
side the  IRS  to  influence  the  course  of  this  matter;  there  was  no 
evidence  of  any  improper  or  irregular  actions  on  the  part  of  any 
IRS  employee;  and  all  actions  taken  in  the  course  of  this  matter 
were  in  the  context  of  the  respective  employee's  official  duties. 

The  Greneral  Accounting  Office  and  the  Treasury  Department's 
Inspector  Greneral  conducted  further  reviews  of  the  matter.  Their 
reviews  evaluated  the  adequacy  of  the  Inspection  investigation  and 
answered  certain  specific  questions  about  the  events  in  May  1993. 
Both  of  these  independent  oversight  reviews  had  full  access  to  all 
IRS  employees  and  IRS  files,  including  tax  information. 

The  Treasury  Inspector  General  concluded  there  was  no  outside 
influence  of  IRS  employees;  the  IRS  employees  involved  in  the  mat- 
ter did  not  abuse  their  authoritv,  and  established  IRS  procedures 
and  regulations  were  properly  followed. 

The  IG  also  concluded  that  Inspection's  investigation  was  con- 
ducted in  accordance  with  generally  accepted  standards  for  inves- 
tigations. 

The  Greneral  Accounting  Office  concluded  in  their  report  on 
"White  House  Travel  Office  Operations"  that  IRS  officials'  actions 
were  reasonable  and  consistent  with  IRS  regulations  and  normal 
practices  and  that  there  was  no  evidence  to  support  allegations 
that  White  House  or  FBI  officials  improperly  contacted  or  influ- 
enced IRS  officials  about  this  matter. 

The  IRS  has  an  obligation  to  protect  taxpayer  privacy  and  to 
safeguard  the  information  taxpayers  entrust  to  us.  This  is  a  statu- 
tory right  and  a  fundamental  part  of  the  Service's  mission  to  ad- 
minister the  tax  law  fairly  and  efficiently.  Therefore,  only  when  the 
taxpayer  provides  us  authorization  can  the  IRS  discuss  tax  infor- 
mation in  a  public  forum. 

In  1993,  the  IRS  attempted  to  obtain  taxpayer  authorization  so 
we  could  fully  report  the  details  of  the  Inspection  investigation. 
The  IRS  was  unsuccessful  in  this  effort.  Likewise,  the  GAO's  at- 
tempt to  obtain  all  the  necessary  authorizations  from  taxpayers  in- 
volved in  this  matter  so  that  they  could  report  fully  on  the  details 
of  IRS  actions  was  unsuccessful. 

Last  Friday  however,  one  taixpayer  involved  in  this  matter  pro- 
vided a  limited  authorization  that  allows  us  to  provide  certain  doc- 
uments and  information  to  you,  Mr.  Chairman,  and  to  four  commit- 
tee staff  members.  A  copy  of  the  IRS  Inspection  Service  report,  as 
permitted  by  the  terms  of  the  taxpayer's  authorization,  has  been 
provided  to  you,  Mr.  Chairman,  and  to  designated  staff. 

Unfortunately,  that  authorization  does  not  permit  me  to  discuss 
taxpayer  information  in  public  session.  We  are  prepared,  however, 
to  discuss  this  matter  further  with  the  authorized  individuals  in 
executive  session. 

This  concludes  my  remarks. 

[The  prepared  statement  of  Mr.  Bell  follows:] 

Prepared  Statement  of  Gary  Bell,  Chief  Inspector,  Internal  Revenue 

Service 

Mr.  Chairman  and  Members  of  the  Committee. 

My  name  is  Gary  Bell.  I  am  the  Internal  Revenue  Service  (IRS)  Chief  Inspector 
and  I  head  the  IRS  Inspection  Service.  I  am  accompanied  today  by  John  Cummings, 
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Acting  Assistant  Chief  Counsel  for  Disclosure  Litigation.  I  appreciate  this  oppor- 
tunity to  appear  before  your  Committee  to  discuss  the  IRS  Report  of  Investigation 
into  the  White  House  Travel  Office  matter. 

1.  THE  INSPECTION  SERVICE 

It  may  helpthe  Committee  to  know  a  little  about  the  role  of  the  IRS  Inspection 
Service.  The  IRS  Inspection  Service  was  established  in  1952.  Since  its  inception,  the 
Inspection  Service  has  functioned  as  an  independent  organization  and  I,  as  head  of 
the  Inspection  Service,  report  directly  to  the  Commissioner. 

The  Inspection  Service  mission  is  to  promote  public  confidence  in  the  IRS  by  pro- 
viding management  with  independent  and  professional  internal  audit  and  investiga- 
tive products  that  promote  the  economic,  efticient  and  effective  administration  of  the 
nation's  tax  laws;  detect  and  deter  fraud  and  abuse  in  IRS  programs  and  operations; 
and  protect  the  IRS  against  external  attempts  to  corrupt  or  threaten  its  employees. 

The  inspection  organization  is  comprised  of  two  functions — Internal  Audit  and  In- 
ternal Security — and  has  staff  in  the  National  Office  as  well  as  each  Regional  Office. 
All  inspection  personnel  are  career  civil  servants. 

11.  THE  BASIS  OF  INVESTIGATION 

On  May  26,  1993,  the  IRS  Inspection  Service  initiated  an  investigation  of  allega- 
tions that  emanated  from  reports  of  possible  inappropriate  White  House  influence 
on  the  IRS  in  connection  with  the  White  House  Travel  Office  matter.  As  Chief  In- 
spector, I  directed  the  Regional  Inspector  (Southeast  Region)  to  investigate  these  al- 
legations. 

III.  SCOPE  OF  THE  INVESTIGATION 

The  Inspection  Service's  investigation  was  directed  by  the  Regional  Inspector 
(Southeast  Region)  and  was  supervised  by  a  Senior  Inspector  (Supervisor-in-Charge) 
from  the  Greensboro,  N.C.,  Inspection  Ofiice.  The  Supervisor-in-Charge  was  respon- 
sible for  directing  the  Inspectors  and  Internal  Auditors  assigned  to  the  investiga- 
tion. The  Assistant  Regional  Inspector  (Internal  Security)  also  was  involved  in  su- 
pervising the  investigation.  During  the  period  May  26,  1993,  through  June  18,  1993, 
15  Internal  Security  Inspectors  and  3  Internal  Auditors  worked  on  the  investigation. 

The  IRS  Inspectors  and  Auditors  interviewed  36  individuals  and  recorded  the  re- 
sults of  the  interviews  in  Memoranda  of  Interview.  The  Internal  Auditors  partici- 
pated in  interviews  where  their  technical  expertise  was  advantageous.  The  Inspec- 
tors and  Auditors  also  reviewed  applicable  procedures  and  guidelines,  evaluated  per- 
tinent files,  and  analyzed  computer  records  in  all  the  IRS  offices  involved  in  this 
matter. 

The  Supervisor  in  Charge  wrote  the  Report  of  Investigation.  The  report  was  re- 
viewed by  senior  Inspection  officials  in  the  Southeast  Region  and  National  Office. 

IV.  REPORT  OF  INVESTIGATION  CONCLUSION 

The  Inspection  Service  Investigators  concluded: 

•  There  was  no  evidence  of  any  attempts  by  anyone  outside  the  IRS  to  influence 
the  course  of  this  matter; 

•  There  was  no  evidence  of  any  improper  or  irregular  actions  on  the  part  of  any 
IRS  employee;  and 

•  All  actions  taken  in  the  course  of  this  matter  were  in  the  context  of  the  respec- 
tive employee's  official  duties. 

The  General  Accounting  Office  (GAO)  and  the  Treasury  Department  Office  of  In- 
spector General  conducted  further  reviews  of  the  matter.  Their  reviews  evaluated 
the  adequacy  of  the  Inspection  investigation  and  answered  certain  specific  questions 
about  the  events  in  May  1993.  Both  of  these  independent  oversight  reviews  had  full 
access  to  IRS  employees  and  ERS  files,  including  tax  information. 

The  Treasury  Inspector  General  concluded  that  there  was  no  outside  influence  of 
IRS  employees;  the  IRS  employees  involved  in  the  matter  did  not  abuse  their  au- 
thority; and  established  IRS  procedures  and  regulations  were  properly  followed.  The 
Treasury  Inspector  General  also  concluded  that  Inspection's  investigation  was  con- 
ducted in  accordance  with  generally  accepted  standards  for  investigations. 

The  GAO  concluded  in  their  report  on  "White  House  Travel  Office  Operations" 
(GAO-OGD-94-132,  May  1994)  that  IRS  officials'  actions  were  reasonable  and  con- 
sistent with  IRS  regulations  and  normal  practices  and  that  there  was  no  evidence 
to  support  allegations  that  White  House  or  FBI  officials  improperly  contacted  or  in- 
fluenced IRS  officials  about  this  matter. 
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The  IRS  has  an  obligation  to  protect  taxpayer  privacy  and  to  safeguard  the  infor- 
mation taxpayers  entrust  to  us.  This  is  a  statutory  right  and  a  fundamental  part 
of  the  Service's  mission  to  administer  the  tax  law  fairlv  and  efficiently.  Therefore, 
only  when  the  taxpayer  provides  us  authorization  can  the  IRS  discuss  tax  informa- 
tion in  a  public  forum. 

In  1993,  the  IRS  attempted  to  obtain  taxpayer  authorization  so  we  could  fully  re- 

Eort  the  details  of  the  Inspection  investigation.  The  IRS  was  successful  in  this  effort, 
likewise,  the  GAO's  attempt  to  obtain  all  the  necessary  authorizations  from  tax- 
payers involved  in  this  matter  so  that  they  could  report  fully  on  the  details  of  IRS' 
actions  was  unsuccessful. 

Last  Friday,  however,  one  taxpayer  involved  in  this  matter  provided  a  limited  au- 
thorization that  allows  us  to  provide  certain  documents  and  information  to  you,  Mr. 
Chairman,  and  to  four  designated  Committee  staff  members.  A  copy  of  the  IRS  In- 
spection Service  report,  as  permitted  by  the  terms  of  the  taxpayers  authorization, 
has  been  provided  to  you,  Mr.  Chairman,  and  to  designated  staff.  Unfortunately, 
that  authorization  does  not  permit  me  to  discuss  taxpayer  information  in  public  ses- 
sion. We  are  prepared,  however,  to  discuss  this  matter  further  with  the  authorized 
individuals  in  executive  session.  This  concludes  my  remarks. 

Mr.  Clinger.  Thank  you  very  much,  Inspector  Bell. 

Thank  you  all  for  your  testimony. 

We  will  now  move  to  the  question  period,  and  we  will  proceed 
under  the  5-minute  rule,  and  I  will  yield  myself  the  initial  5  min- 
utes. 

I  have  had  an  opportunity  to  review  all  of  your  reports  in  some 
detail  and  have  really  considered  where  the  gaps  might  be  or 
where  there  was  perhaps  not  enough  attention  paid,  and  it  seems 
to  me  one  of  the  areas  that  really  did  not  receive  full  attention  in 
any  of  the  efforts,  at  least  as  far  as  I  was  able  to  see,  was  the  role 
that  was  played  by  Harry  Thomason,  who  was  clearly  at  the  center 
of  events  that  led  to  the  firings  in  the  Travel  Office.  It  was  his  alle- 
gations that  initially  led  to  tne  investigation,  which  in  turn  led  to 
the  firing. 

Early  on  in  the  administration,  he  was  telling  the  President  of 
allegedf  problems  and  spreading  the  rumors,  actually,  to  various 
staff  about  alleged  kickbacks  solicited  by  the  Travel  Office.  He  was 
also  involved  in  working  on  the  25  percent  personnel  cuts  at  the 
White  House,  and  that  he  was  also  involved  in  something  called 
the  White  House  Project  and  involved  in  working  on  the  problems 
in  the  Correspondence  Office  where  apparently  the  officers  were 
destroying  correspondence  because  they  couldn't  answer  it,  and  I 
think  that  we  only  recently  found  out  that  Mr.  Thomason  and  his 
partner,  Darnell  Martens,  were  also  seeking  at  that  time  a 
$250,000  sole  source  GSA  Government  contract  to  perform  a  review 
of  all  civilian  Grovernment  aircraft.^ 

In  this  regard,  they  were  working  through  Bruce  Lindsey  and 
communicating  with  the  President  about  these  activities  in  the 
spring  of  1993. 

The  GAO,  as  I  understand  it,  Ms.  Kingsbury,  was  supposed  to 
look  at  the  activities  of  Mr.  Thomason  and  Mr.  Martens,  but,  as  we 
reviewed  your  study  and  so  forth,  didn't  seem  to  get  very  far.  Most 
of  the  people  they  interviewed,  you  interviewed,  only  mentioned 
Mr.  Thomason's  inaugural  activities  or  the  staging  of  Presidential 
events  activities. 

Most  White  House  employees  could  not  tell  GAO  what  Darnell 
Martens  did  at  the  White  House  even  though  he  was  issued  a  pass 
and  the  White  House  put  in  for  a  full  field  investigation  on  him  as 
an  employee.  For  other  investigations,  at  least  as  I  read  your  re- 
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ports,  the  role  of  Harry  Thomason  and  Darnell  Martens  apparently 
was  outside  the  scope  of  those  investigations. 

So  Mr.  Podesta,  in  your  review,  you  were  told,  as  I  understand 
it,  by  Steve  Davison  of  Worldwide  Travel,  that  Harry  Thomason — 
and  I  am  quoting — ^was  the  moving  force  who  stirred  this  up,  close 
quote.  Is  that  correct? 

Mr.  Podesta.  I  think  our  report  really  speaks  for  itself  on  that 
in  that  matter.  We  saw — we  found  two  tracks  that  led  to  the  firings 
of  the  Travel  Office  employees  on  May  19.  Clearly,  Mr.  Thomason 
and  Mr.  Martens  were  involved  in  one  of  those  tracks.  They 
merged  the  week  of  May  12.  The  other  track,  I  would  say,  was  the 
activities  of  Ms.  Cornelius  and  Mr.  Watkins.  But  they  did  merge 
the  week  of  May  12th,  and  I  think  that 

Mr.  Clinger.  Some  of  the  information  that  you  were  operating 
under  was  as  a  result  of  information  received  from  Mr.  Thomason; 
is  that  correct? 

Mr.  Podesta.  I  had  an  interview  with  Mr.  Thomason,  yes. 

Mr.  Clinger.  OK.  Given  his  role  or  given  the  fact  that  he  was 
at  least  one  of  the  two  tracks  involved  in  instigating  the  firings,  did 
you  consider  it  important  to  determine  if  he  had  any  personal  in- 
terests that  he  might  have  had  in  the  matter,  and  did  you  inquire 
as  to  whether  there  was  any  potential  conflict  of  interest  in  his  in- 
volvement in  this  matter? 

Mr.  Podesta.  Again,  I  think  that  the  report  addresses  this.  I 
think  there  was  an  appearance  problem.  We  were  not  trying  to 
draw  legal  conclusions  about  that  question.  TRM  and  Mr.  Martens 
said  that  they  were  not  seeking  business  for  themselves,  they  were 
seeking  business  in  the — they  were  seeking  a  competitive  bid  situa- 
tion so  people  that  they  had  worked  with  could  bid  on  the  charters. 

It  was  unclear  that — to  me,  that  TRM  had  any — ^had  any  role  in 
which — that  they  performed  any  services  that  were  really  applica- 
ble to  the  Travel  Office. 

Mr.  Clinger.  Was  there 

Mr.  Podesta.  So  that — I  think  that  there  are  two  issues  there, 
Mr.  Clinger.  One  is:  Was  there  a  direct  conflict?  Were  they  seeking 
the  business?  I  think  we  concluded  that  we  couldn't  find  that  they 
were  with  regard  to  the  Travel  Office  business.  The  other  was 
whether  there  was  an  appearance  of  impropriety  or  there  was  an 
appearance  of  favoritism,  and  we  concluded  that  there  was. 

Mr.  Clinger.  In  your  notes,  you  indicate  that  this — Mr. 
Thomason  at  least  was  a  likely  subject  for  a  reinterview.  My  under- 
standing was,  he  did  not  or  would  not  submit  to  a  reinterview;  is 
that  correct? 

Mr.  Podesta.  We  did  not  reinterview  him. 

Mr.  Clinger.  Did  you  request  a  reinterview? 

Mr.  Podesta.  Toward  the  end  of  the — we  had  a  number  of  ques- 
tions that  at  one  point  we  wanted  to  go  back  to  Mr.  Thomason  on. 
I  think  by  the  end  of  the  process,  as  we  were  trying  to  get  this  re- 
port out,  we  had  a  compressed  period  of  time  to  do  it. 

I  would  say  a  couple  of  things:  First,  the  questions  we  had  relat- 
ed to  what  he  would — ^had  said  to  Ms.  Cornelius  about  the  allega- 
tions of  kickbacks  and  et  cetera,  we  had  largely  resolved  not  to  put 
those  in  the  report  in  the  first  place,  so  they  became  rather  imma- 
terial for  our  purposes. 
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Second,  it  was  at  least  my  impression  that — that  he  was  un- 
happy with  the  course  of  this  report,  and  therefore  we  did  not  seek 
to  reinterview  him.  But  I 

Mr.  Clinger.  ok  Your  report  stated  that  Harry  Thomason  was 
at  the  White  House  working  on  the  staging  of  Presidential  events. 
But  you  did  know,  did  you  not,  Mr.  Podesta,  that  Mr,  Thomason 
was  involved  in  a  lot  more  activities  than  that? 

And  I  would  just  submit  these  for  the  record.  These  were  various 
activities  that  Mr.  Thomason  was  involved  in. 

[The  information  referred  to  follows:] 


% 
^ 
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HARRY  THOMASON 


THE  WHITE  HOUSE 
TRAVEL  OFFICE 
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HARRY  THOMASON 
AT  THE  WHITE  HOUSE 


*    THE  WHITE  HOUSE  TRAVEL 
OFFICE 


*    INTERAGENCY  COMMITTEE 
ON  AIRCRAFT  POLICY 


*    "THE  WHITE  HOUSE 
PROJECT'VSTAGING  OF 
EVENTS 


*    PRESIDENTIAL  INAUGURAL 
COMMITTEE  AND  FUNDING 
VOLUNTEERS  AT  THE  WHITE 
HOUSE 


146 


WHITE  HOUSE  TRAVEL  OFFICE 


"Oohy  Vm  going  to  Wee  take  my  sxx-jtgun  salary  a  week  andfty  off 
to  Washington  and  see  if  I  can*t  get  those  seven  UtHe  guys  out  of 
that  travel  office  in  the  White  House.  It*s  sort  of  the  equivalent  of 
taking  over  a  lemonade  stand. " 

Linda  Bloodworth-Thomason,  comments  regarding  the 
Travel  Office  fiasco  as  reported  in  On  the  Edge,  by 
EUxabeth  Drew  p.  1S3 


"When  HT  (Thomason)  and  DM  (Martens)  found  travel  office  not 
putting  business  out  for  bid  he  heard  Harry  Thomason  hired  private 
investigator  to  check  charter  company  re  inability  to  get  business  that 
these  travel  office  guys  on  take...incestuous  relationship  with 
UltrAir....From  what  we  heard:  Approximately  2-3  days  before  Peat 
Marwick  was  brought  in  Carville,  Thomason,  Stephanopoulos  and  HRC 
were  furious  and  ready  to  throw  them  out  that  day.  They  were  furious 
wanted  people  out  of  there  that  day.    I  assume  it  was  presented  to 

these  guys  as  they're  crooks,  get  on  it HT  was  moving  force  %vho 

stirred  this  up..." 

White  House  Management  Review  notes  of  interview  with 
Steve  Davison  of  World  Wide  Travel,  May  1993 

"Harry  Thomason  then  says  he  can't  meet  because  he's  got  a  crisis  to 
deal  with  with  Watkins.  Jennifer  O'Connor  accompanies  Harry 
Thomason  to  Watkins  office  and  tells  Harry  Thomason  she  understands 
the  situation.  At  that  meeting  with  Watkins,  Harry  Thomason 
characterizes  WHTO  employees  as  "these  guys  are  ripping  us  off, 
they're  bastards,  then  said  "it  is  a  great  press  story.  Bill  Clinton 
cleaning  up  house,  lennifer  O'Connor  asks  Harry  Thomason  if  he  has 
evidence  and  he  says  yes." 

White  House  Management  Review  notes  of  interview  with 
lennifer  O'Connor  (White  House  staffer),  June  1993 
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"Fan  talked  to  Harry  Thomason...seeking  reassurance^.  Harry 
Thomason  said  "YOU  MEAN  YOU'RE  NOT  UP  THERE  WORKING?" 
Harry  Thomason  said  he'd  call  KRC  [the  First  Lady]  and  she  would  be 
very  upset  to  hear  they  were  still  there...this  was  probably  Sunday, 
5/16/93." 

White  House  Management  Review  notes  of  interview  with 
Fan  Dozier  of  World  Wide  Travel,  May  1993 

"Didn't  know  why  Harry  pushing  the  issue.  Harry  agreed  it  was 
important  to  act  quickly  so  the  White  House  Travel  Office  employees 
couldn't  act  to  prevent  our  message  from  getting  out." 

White  House  Management  Review  notes  of  interview  with 
former  White  House  Director  of  Media  Relations,  Jeff  Eller, 
June  1993 

"May  13  meeting  -  Harry  Thomason  making  allegations  re  Caudle 
[owner  of  ^Aliite  House  charter  company  UttrAir]  and  says  they  are  "on 
the  take"... .Harry  Thomason,  Catherine  Cornelius  and  Jeff  Eller  think 
they  should  be  fired  quickly." 

White  House  Management  Review  notes  of  interview  with 
former  White  House  Office  of  Administration  official.  Patsy 
Thomason,  June  1993 

"Hillary  telephone  conversation  with  D.  Watkins  on  Friday,  May  14 
'Harry  says  his  people  can  run  things  better;  save  money,  etc.  and 
besides  %te  need  those  people  out  -  we  need  our  people  in  -  we  need 
the  slots 

Notes  of  David  Watkins,  June  1993 


"Talk  of  >»  c  ministration?  "very  close  to  AA  (Air  Advantage),  Express  Air 
and  Miami  Air...Harry  Thomason  and  I  talked  about  it,  and  I  told  them 
I'd  recon mend  them  highly...!  assumed  the  WHTO  had  a  bid  process 
like  wher;  used  to  do  with  AA.  After  firing,  Harry  Thomason  asked 
who  should  help  with  charter,  he  recommended  Penny." 
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White  House  Management  Review  notes  of  interview  with 
TRM  partner,  Darnell  Martens 


"George  Stephanopoulos  says  "HT  [Harry  Thomason]  no  financial 
interest...DD/M  [Dee  Dee  Myers],  lEIIer  and  I  disagree." 

Notes  of  the  late  Vincent  Foster,  July  1993  in  the  recently 
disclosed  Vince  Foster  Travel  Office  file  withheld  from 
investigators  for  close  to  two  years 


'Is  the  real  story  to  be  told?" 

Notes  of  David  Watkins,  June  1993 
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6/2/93 

John  Podesu  opened  wiih  explanation  that  this  interview  is  for  the  purposes  of  a  managemeru 
review,  not  an  investigation.   He  noted  that  while  the  FBI  may  call  upon  Jeff  for  their  investigation, 
that  is  not  the  purpose  of  the  current  interview. 

John  then  asked  about  Jeffs  role  during  the  transition  and  about  bis  current  role  in  media 
affairs.   Jeff  explained  that  he  spent  a  day  in  the  WH  during  transition,  discussioo  press  operations 
with  Shawn  Walsh  of  the  Bush  Press  Office.   They  did  not  discuss  the  Travel  Office,  except  for 
passing  mention  when  Jeff  was  given  a  tour. 

Jeff  said  his  current  role  is  in  the  office  of  media  relations,  which  is  responsible  for  dealing 
with  all  press  outside  of  the  White  House  press  corps.   His  responsibilities  during  travel  include 
managing  intiuviews  with  local  press  oudets.   Jeff  does  not  have  responsibility  for  travel 
arrangements  for  WH  press. 

John  asked -when -Jeff  ncja  heard  about  the  WHTO.  Jeff  said  he  heard  "bits  and  pieces*  about 
the  office  from  Catherine  Cornelius  during  the  spring.   He  said  he  advised  her  that  if  'they*  were 
going  to  make  significant  changes  at  the  office,  then  *they*  should  involve  someone  from 
communications  early  on,  since  this  would  be  a  serious  move  as  far  as  the  press  is  concerned. 

Jeff  added  that  be  did  not  see  Catherine's  memo  on  reorganization  until  it  broke  in  the  press. 
He  said  be  fl'st  beard  about  possible  improprieties  and  changes  at  the  office  was  late  April  or  early 
May,  from  Catherine.   He  indicated  that  he  was  not  involved  in  and  knew  little  from  Catherine's 
move  to  the  '"ravel  Office. 

John  asked  if  Catherine  told  her  an>'thing  about  the  office.  Jeff  responded  that  she  mentioned 
"inefficiencies,'  and  he  deduced  that  ihae  were  problems.    When  asked  what  she  bad  done  to  follow 
up  on  Jeffs  :uggestion  that  someone  from  communications  be  involved  in  this  process,  Jeff  said 
CaUicrine  asled  Jeff  to  play  this  role 


Jeff  ( escribed  his  next  significani  involvement  as  occurring  the  Wednesday  or  Thursday 
before  the  Tiavel  Office  story  became  public  (5/12  or  5/13]     On  that  day,  Jeff  was  called  by  'Harry 
or  Catherine'  and  told  the)  "uanied  lo  move  fonA-ard*  on  the  Travel  Office.     Jeff  walked  over  to  the 
F-ast  Wmg  ofice  used  by  Harry  to  discuss  the  maiter     During  the  mecj'mg,  Harry  recounted  Darrel 
Maneos'  con  .'crsation  with  Billy  Dale     After  about  10  minutes  of  discussion,  die  three  walked  over 
10  David  Wa  kms'  office. 

The  ;necting  with  David  a]'.^)  included  Patiy  Tliomason  and  possibly  Matt  Moore  or  Brian 
Fouquan.    A.  this  meeting,  Jeff  recommended  taking  action  as  soon  as  possible.    Jeff  says  he  was 
concerned  th  it  action  should  be  liken  before  any  rcprescnutives  from  the  WH  travel  office  left  on  the 
pre-advance  .o  Tokyo     Further .  he  said  he  understood  from  Catherine  that  she  believe  staff  at  the 
WHTO  knev  action  was  immineni     If  this  was  true,  Jeff  suggested,  then  action  should  be  taken 
before  the  Tiavel  Office  employees  had  iimc  to  market  the  story  to  the  press  with  their  spin    Jeff 
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says  he  had  spoken  with  Dee  Dee  and  George  and  reooouneoded  pre-briefiog  press  with  the  wires, 
the  Post,  and  George  Condon  of  the  Correspondents  Association.  JefT  reports  that  George  bad  told 
him  if  the  WHTO  staff  really  did  something  wrong,  we  should  take  action.  Jeff  says  he  specifically 
recommended  to  the  group  meeting  with  David  that  the  employees  be  sent  a  very  simple  letter, 
without  mentioning  the  FBI,  etc. 

At  this  point  in  the  interview  with  Jeff,  Mark  Gearan  asked  about  Jeffs  knowledge  of  FBI 
involvement  at  this  point.  Jeff  said  he  thought  he  had  been  told  that  there  was  some  level  of 
involvement 

Jeff  fjid  that  it  was  after  the  meeting  with  David  that  'tempers  got  hot*.  On  Friday,  he  met 
with  Mack,  Ricki  and  Vince  to  discuss  the  subject.  (Jeff  later  noted  that  Ricki  was  present 
coinddeotaDy,  and  that  he  could  not  remember  having  discussed  the  issue  her  on  another  occasion.] 
At  this  meetiag,  Jeff  again  recommended  that  if  action  was  imminent,  it  should  be  taken  soon  so  the 
WHTO  staff  couldn't  set  the  spin  for  the  action. 

Jeff  does  not  remember  any  action  over  the  weekend.   He  says  David  faxed  him  draft  talking 
points  and  the  Manens  memo  in  California. 

Gearifl  asked  Eller  if  the  Friday  meeting  had  led  to  closure  to  take  this  action.  Jeff  responded 
no,  the  meeting  had  been  open-ended. 

On  Tuesday  morning,  JefT  shared  the  memo  and  talking  points  with  Dee  Dee  and  Dreyer. 
Dreyer  bad  lo  real  reaction,  but  Dee  Dee  seemed  to  think  it  would  be  a  big  deal.  JefT  and  Dee  Dee 
spoke  again  iboui  a  pre-briefing  plan.   Jeff  says  Dee  Dee  was  uncomfortable  about  including  the 
wires,  so  the/  decided  to  meet  with  Condon  and  AJ  Karoen.  Jeff  said  their  intent  was  to  make  this 
into  a  columi'  note  rather  than  a  full-blown  story. 

Go  Tuesday  night,  David  called  JefT  and  told  him  be  planned  to  proceed  with  dismissals  on 
Wednesday. 

On  Wednesday,  Jeff  scheduled  and  did  pre-briefs  with  Kamen  and  Condon.   Then  "all  hell 
broke  loose' 

Jeff  Slid  it  was  at  this  point  that  Devroy  started  pushing  the  Eller -Cornelius  relationship. 
George  and  1  >ec  Dee  recommenJed  Jeff  drop  out  of  the  issue,  and  as  of  Thursday  morning,  he  ended 
his  involvem  nt. 

At  ths  point  in  the  interview,  John  asked  if  Jeff  recalled  whether  the  talking  points  bad 
included  mer:ion  of  the  FBI  investigation 

Jeff]  sponded  that  David  had  brought  him  a  new  version  on  Wednesday  morning  which  did 
mention  the  TBI.    (JefT  is  not  ccnain  whether  or  not  the  draft  faxed  to  him  in  San  Diego  included  an 
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FBI  reference.]  David  returned  to  see  JefT  later  od  Wednesday  oionung  and  told  Jeff  to  delete  Eller 
mention  of  the  FBI.  JefT  later  spoke  with  Dee  Dee  and  mentioned  the  change.   Dee  Dee  said  David 
had  not  told  her  of  the  change.   As  of  their  cooversation.  Dee  Dee  had  already  coafinned  for  a 
reporter  the  fact  that  the  FBI  was  involved-working  from  the  earlier  talking  points. 

At  this  point  in  the  interview,  Todd  asked  Jeff  if  there  was  ever  discussion  of  who  would 
handle  travel  once  the  WHTO  employees  were  dismissed.  Jeff  responded  that  his  understanding  from 
Catherine  had  been  that  Worldwide  would  handle  commercial  travel  for  staff,  and  that  she  would 
handle  press  charters. 

Todd  asked  if  Jeff  was  aware  of  TRM's  role  in  seeking  the  change  at  WHTO.  Jeff  said  he 
knew  nothing  about  TRM  until  Harry  conveyed  Martens'  conversation  in  their  initial  East  Wing 
meetmg.  Jeff  said  he  had  asked  Harry  during  the  East  Wing  meeting  if  he  was  interested  in  the 
business,  and  Harry  said  no,  he  wasn't,  it  wasn't  much  money  and  it  was  too  close  and  wouldo^t 
seem  right. 

John  asked  Jeff  if  he  knew  how  the  Vice  President's  Performance  Review  had  been  brought 
into  this.  Jeff  says  he  did  not  know.   Jeff  said  he  saw  the  mention  of  the  Performance  Review  m  the 
talking  points  and  should  have  called  Maria  at  the  time.   Jeff  said  it  has  since  been  made  clear  that 
there  was  no  connection  between  the  WHTO  and  the  Performance  Review. 

John  asked  if  Jeff  has  any  knowledge  of  any  other  Martens  proposals  currently  circulating. 
Jeff  responded  that  he  does  not. 

John  asked  if  Jeff  lives  with  Catherine.   Jeff  responded  that  no  he  does  not.  John  asked  if 
Jeff  knew  if  she  took  any  documems  borne  with  her.   Jeff  responded  that  Catherine  mentioned  to  him 
that  she  was  working  at  home,  but  he  did  not  know  what  that  he  detailed.   Jeff  said  he  lived  with 
another  woman  until  mention  of  his  relationship  with  Catherine  appeared  in  the  paper.  Jeff  said  there 
were  times  when  Catherine  was  saying  very  little  to  him,  and  that  people  'probably  think  I  know  a  lot 
more  than  I  do'  about  the  WHTO. 

John  asked  if  the  involvement  of  Worldwide  had  raised  any  sense  of  caution.  JefT  responded 
"No.  1  didn't  know  then  uhai  I  know  now.'  Jeff  said  he  does  not  know  Penny  Sample  and  had  not 
worked  with  Air  Advantage 

JefT  said  he  had  not  talked  with  Ricki  about  this,  except  during  the  Friday  meeting  with 
Mack.    He  said  that  Ricki  "jusi  h.ipi)ciied  to  be  there  when  I  met  with  Mack". 

John  asked  if  Jeff  had  hea/d  rumors  about  WHTO  suff  owning  race  horses,  mansions,  etc. 
Jeff  responded  that  he  had  htard  the  rumors,  but  no  evidence.    He  said  he  heard  these  rumors  from 
"inside",  but  not  before  the  week  the  employees  we  dismissed.    Mark  asked:    you  didn't  know  before 
they  were  fired?  To  which  Jeff  responded,  not  before  that  week.   Mark  asked:   so  why  move  to 
dismiss  them,  because  they  were  bad  people"'    Jeff  said  that  he  was  under  the  impression  that  there 
might  be  wrong  doing. 

Illllliill 
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Todd  asked  if  Jeff  knew  why  Harry  was  pressing  the  issue.  Jeff  said  he  didn't  know.  Jeff 
added  that  Harry  agreed  that  it  was  important  to  act  quickly  so  the  WHTO  employees  couldn't  act  to 
prevent  our  message  from  getting  out. 

Todd  asked  if  Jeff  knew  of  anyone  else  involved  in  this;  ieffsjud  no.-  Jeff  said  he  dueif  jnvty>^  , 
all  documents  on  this  on' the  Thursday  be  removed  bimsdf  from  die  vssatA  He  said  he  didn't  thiok'Ke'^ 
had  any  e-mail  on  the  subject  He  said  be  might  have  a  draft  of  the  talking  points  on  his  hard  drive, 
and  he  would  check  and  see. 

Todd  asked  if  he  had  evec  discussed  tte*iBatt»witlirB(^^  be  might  have,  since  he 

was  on  the  trip  to  California.  He  couldn't  re<^l  giving  Bruce!anypj^  on  the  subject. 
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HARRY  THOMASON 
DARNELL  MARTENS 


WHITE  HOUSE 
PASSES 


214 


.'  C  i 


THE  WHITt   HOUSE 
WASHINGTON 

Nay  12,    1993 
TO:  FBI,    LIAISON 

FROH:  BERNARD  W.    NUSSBAOM 

SUBJECT:       FBI    INVESTIGATIONS 

SUBJECTS    NAME        MARTENS  .  DARNELL   HILBERT SS/      264-11-427B 

DATE   OF    BIRTH         6-3-53  PLACE   OF   BIRTH      IDA   GROVE.    TA 

PRESENT   ADDRESS      713    EACLEVTEW   CT.  .    MASON.    OH      4S04P 

WE  REQUEST: Copy  of  Previous  Report 

X    Naae  Check 

Expanded  Nane  Check 

Full  Field  Investigation:  Level  1 Level  II Level  III_ 

Linited  Update 

Other 

The  person  naaed  above  is  being  considered  for: 
X      White  House  Staff  Post ion 
Presidential  Appointaent 


Attachments: 


SF  86 

SF  87,  Fingerprint  Card 

SF  86,  Suppleaent 


CGE  602929 

Remarks /Special    Instructions: 
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THE  WHITE  HOUSE 
WASHINGTON 


COPY 


^^ 


14Gi 


March  23,    1993 


TO: 


TECBNICAI>  SBCORiry  DIVISIOH 
U.S.  SECRET  SERVICE 


SOJECT: 


NAME: 


REQUEST  FOR  PASS 


ThomaBon.    HarTY  Z, . 

(lAST)  (FIRST) 


(MIODLE) 


TITLE  AMD  OFFICE 


ftffiea  of  tha  President 


lanediate  Supervisor' •  ^,i_^__ 

Title  and  Rase       i>rgsldent  Clinton 


Location  (Rooa  Ho.) 


Tel.  Ext.   2345 


Type  of  Security  Clearance: 


FBI   (a)   COBpleted  Mr  WORIOTIG  t  WCIC  CTH  ID  KBT.BS  COBPletgd 

(b)  Other . 

(c)  Waived 


Type  of  Pass: 


TeaporioY  Executive  Office  30  Da. 60  Da. 

Permanent  Executive  Office 


90   Da. 


Teaporary  White   Bouse  30   Da. 60   Da. 90  Da. 

Other: 


APPROVB)  BY: 


dZ 


Craig  Livingstone 
Assistant  to  the  Counsel  to 
the  President  (Security) 


C6E  902931 


218 


THE  WHITE  HOUSE 
WASHINGTON 

t    MAR  2  4  1993 

March  23,  1993 
to:        FBI,  LIAISON 
FROM:      BERNARD  H.  NDSSBADM 
SUBJECT:   y«T  IMVESTTGATIOMS 

SUBJECTS  NAME   Thoaason,  Harrv  Z. SSi 431-74-0584 

DATE  OF  BIRTH    11-28-40     PIACE  OF  BISIH   ifnf-an-  « 
PRESENT  ADDRESS  4908  Hoellne  Eneino.  CA gl43g 

WE  REQUEST:  Copy  of  Previous  Report 

X    Raac  Cbeck 

E)q>anded  Naae  Cbeck 

Full  Field  Investigation:   Level  I Level  II__Level  III 

Limited  Update 

Other 

The  person  naaied  above  is  being  considered  for: 

White  Bouse  Staff  Poetion 

Presidential  Appointaent 

i .Access 

Attachnents: 


Sr   86 

CGE  002932 

SF  87,    Fingerprint  Card  

CENTHALFHIS  AT  FBI  HEADQUASTIRS  AND  THE 

SF  86,    suppieaent  FILES  OF  THE  BEWTTICATION  DWripN  iJlP 

APP-JOf  "«^  rSMPlTCT  34TA  3iScS  COHTiiJ. 
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THE    WHITE    HOUSE 

WAtMIHCTOM 

14G2G 

HE740  TO:      CRAIG  LIVINGSTONE 

PROM:         LISA  HETZL 

STAFF  ASSISTANT 

DATE:         MARCH  8,  1994 

RE:  PASS  STATnS  OF  INDIVIDDALS 


Per  your  request^  I  have  checked  into  the  pass 
status  of  Harry  Tba«ason,  Oamell  Martens,  and 
Markie  Post. 

According  to  our  files. and  those  of  OSSS/TSD, 
the  following  Inforaatlon  Is  accurate: 

Harry  Thoaason  was  Issued  a  Teap.  White  Bouse 
Staff  badge  on  March  23,  1993.   It  was  rendered 
Inactive  by  DSSS/TSD  oa  September  14,  1993  per 
a  telephone  request  froa  myself.  The  pass  Itself 
has  never  been  -  returned. 

Darnell  Martens  was  Issued  a  Temp.  White  House 
volunteer  badge  on  May  12,  1993.  The  pass 
expired  and  became  Inactive  on  August  12,  1993. 
The  pass  Itself  has  never  been  returned. 

Markie  Post  was  never  Issued  a  hard  badge. 
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White  House  Travel  Office  B.  Homan 

(966604)  3-11-94 

Record  of  Interview  with  Cralo  Livingstone .  The  White  House 

Date:   March  10,  1994 

Participants: 

GAP; 

John  Baldwin,  Assistant  Director 

Bob  Homan,  Evaluator 

The  White  House: 

Neil  Eggleston,  Associate  Counsel  to  the  President 

D.  Craig  Livingstone,  Director,  Personnel  Security 

We  arranged  this  interview  to  discuss  the  White  House  access 
passes  that  were  provided  to  Harry  Thomason  and  Darnell  Martens, 
and  to  discuss  Craig  Livingstone's  involvement  in  securing  the 
travel  office  after  the  employees  were  fired.   Neil  Eggleston 
provided  us  with  documents  supporting  the  passes  that  were 
granted  to  Mr.  Thomason  and  Mr.  Martens,  which  we  discussed  with 
Mr.  Livingstone.   Mr.  Eggleston  said  those  documents  would  be 
sent  to  our  NEOB  site. 

The  documents  provided  indicate  that  Mr.  Thomason  was  granted  a 
90-day  Whi.e  House  access  pass  as  a  volunteer  reporting  to  the 
President.   Clarissa  Cerda  signed  Mr.  Thomason's  access  form 
(dated  3/l)/93)  for  the  Office  of  Management  and  Administration, 
which  sent  it  to  the  Counsel's  office  to  determine  the 
applicant's  status,  such  as  volunteer.   Other  status  designations 
include  detailee,  special  government  employee.  White  House 
Fellow,  contractor,  or  other  government  agency.   (However,  Mr. 


y 


y^\yu^^^'^  A^^  ^^ 
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Eggleston  said  that  we  cannot  conclude  that  on  the  basis  of  the 
access  pass  fonn  that  the  Counsel's  office  determined  that  Mr. 
Thomason  was  not  a  special  government  employee.   Mr.  Eggleston 
said  that  he  does  not  know  if  White  House  Counsel  determined 
whether  Mr.  Thomason  was  a  special  government  employee.) 

When  Mr.  Livingstone  received  Mr.  Thomason 's  access  form  on  March 
23,  1993,  he  went  to  the  Office  of  Management  and  Administration 
to  ask  why  Mr.  Thomason  needed  a  pass.   The  form  indicated  that 
the  President  requested  that  Mr.  Thomason  be  given  a  pass — a 
request  Mr.  Livingstone  said  was  "unheard  of."  Mr.  Livingstone 
first  asked  Ms.  Cerda  why  Mr.  Thomason  needed  a  pass,  but  she 
didn't  know.   Mr.  Livingstone  then  asked  Ms.  Cerda's  boss,  Mr. 
Watklns,  who  did  not  give  him  a  reason  but  said  that  Mr.  Thomason 
needed  a  pass.   Mr.  Livingstone  said  that  Mr.  Watkins  did  not 
need  to  provide  a  reason  by  virtue  of  his  position. 

Mr.  Livingstone  said  that  he  had  heard  that  Mr.  Thomason  was 
working  on  the  Second  Floor  In  the  East  Wing  of  the  White  House 
on  inaugural  business  (paying  bills).   Mr.  Thomason  was  co- 
director  of  the  Inaugural  Committee.   Through  the  course  of  time, 
Mr.  Livingstone  confirmed  that  Mr.  Thomason  was  working  on  the 
inauguration.   He  said  that  Mr.  Thomason  worked  for  about  1  month 
on  the  Inauguration  after  he  got  his  pass. 


23-470  96-8 
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Mr.  Thomason'8  pass  was  automatically  renewed  after  the  Initial 
90-day  period.  The  renewal  was  a  "clerical  error."  A  computer 
renews  the  passes  automatically  unless  neunes  are  removed.   Mr. 
Livingstone  never  received  a  memo  Instructing  him  to  remove  Mr. 
Thomason's  name  from  the  pass  list.   Mr.  Thomason's  name  was  not 
removed  from  the  pass  list  until  August  or  September.   When  Mr. 
Livingstone  discovered  that  Mr.  Thomason  was  still  on  the  pass 
list,  he  contacted  the  Counsel's  office,  which  said  "of  course 
take  him  off."  Mr.  Thomason  does  not  have  a  pass  today. 

Mr.  Thomason  s  background  was  checked  by  the  FBI  and  Secret 
Service. 

Mr.  Livingstone  never  attended  any  meetings  with  Mr.  Thomason  or 
received  any  memoranda  on  Mr.  Thomason's  duties. 

When  Mr.  Livingstone  received  an  application  for  a  White  House 
access  pass  for  Darnell  Martens,  dated  May  12,  1993,  Mr. 
Livingstone  did  not  understand  why  he  should  have  one.   The  form 
indicated  that  Mr.  Martens  would  be  reporting  to  "Harry 
Thomason/Daznell  Martens."   Mr.  Livingstone  talked  to  Mr.  Watkins 
about  it,  w^o  said  that  Mr.  Martens  was  helping  Mr.  Thomason. 
Mr.  Livingstone  and  Mr.  Watkins  agreed  that  Mr.  Martens'  pass 
(also  a  90-c,ay  pass)  should  be  changed  to  one  provided  to 
volunteers. 
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Mr.  Livingstone  knew  Mr.  Thomason  because  they  both  worked  on  the 
Clinton  campaign  and  on  the  inauguration.  Mr.  Livingstone  did 
not  know  Mr.  Martens.   Mr.  Livingstone  does  not  know  if  Mr. 
Martens  shared  an  office  in  the  White  House  with  Mr.  Thomason. 
Mr.  Thomason  had  a  secretary  with  him.   Mr.  Thomason  was  not 
provided  with  any  White  House  personnel  support,  to  Mr. 
Livingstone's  knowledge.  Mr.  Livingstone  does  not  know  what  Mr. 
Martens  was  doing  in  the  White  House  other  than  he  was  helping 
Mr.  Thomason.  Mr.  Livingstone  does  not  know  if  Mr.  Thomason  was 
determined  to  be  a  special  government  employee.   Inaugural 
employees  were  not  sworn  in  and  did  not  have  appointments  to 
their  jobs. 

Mr.  Thomason' s  and  Mr.  MarteOj"^  blue  passes  were  good  for 
anywhere  in  the  White  House  except  the  residence.   Mr.  Thomason 
could  have  asked  for  a  residence  pass,  which  would  have  given  the 
same  access  as  the  blue  pass,  plus  the  White  House  residence. 

j  1 
One  form  contained  with  Mr.  Martens'  application,  dated  May  12, 
1993,  indicates  that  Mr.  Martens  was  being  considered  for  a  White 
House  staff  position.   However,  Mr.  Livingstone  said  that  the 
wrong  line  was  checked,  and  that  the  other  forms  show  that  Mr. 
Martens  was  only  being  considered  as  a  volunteer.   On  July  26, 
1993,  Mr.  Martens'  pass  was  automatically  extended  until  August 
or  September. 
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Mr:  Thomason'8  paperwork  Indicated  that  he  needed  access  to  the 
Old  Executive  Office  Building,  the  White  House  Mess,  the  second 
floor  of  the  East  Wing,  the  Roosevelt  Room,  and  Rahn  Emanuel's 
(Inaugural  Director's)  office. 

On  May  19,  1993,  Brian  Foucart  called  Mr.  Livingstone  about 
changing  the  locks  for  the  travel  office.  Mr.  Livingstone  gave 
Mr.  Foucart  the  telephone  number  for  the  Secret  Service's 
Technical  Security  Division,  which  handles  locks  in  the  White 
House  complex . 

On  May  19,  the  travel  office  employees  were  given  an  opportunity 
to  gather  thedr  personal  possessions.   Mr.  Livingstone  was  in  the 
travel  office:  on  May  19  for  a  couple  of  hours  around  mid-day  to 
early  afternc>on  to  make  sure  that  no  one  took  anything  official 
out.   Mr.  Li\-lngstone  called  Terry  Goode,  the  head  of  records 
management  in  the  White  House,  to  help  determine  what  items  were 
official.   Mr.  Livingstone  said  that  he  kept  some  of  the  things 
that  the  employees  wanted  to  take,  but  does  not  remember  what 
they  were  or  who  was  Involved  other  than  a  couple  of  employees 
wanted  to  taiie  their  tlmesheets  and  documents  showing  their 
relmbursemen  :s  on  foreign  trips.   The  employees  signed  some  forms 
showing  that  the  White  House  was  retaining  some  items  that  they 
wanted  to  ke^p. 
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The  employees'  removal  was  not  done  in  a  way  to  show  that  they 
were  being  fired.  They  were  not  escorted  out  with  uniformed 
officers.  Mr.  Livingstone  does  not  know  if  the  employees  were 
walked  out  of  the  complex.   Mr.  Livingstone  tried  to  be  courteous 
to  them. 

Mr.  Wat kins  asked  Mr.  Livingstone  to  put  the  employees  on 
"restricted  access"  to  the  building,  which  gave  them  clearance  to 
certain  offices  in  the  building  by  having  the  guard  call  Mr. 
Livingstone,  for  instance,  to  go  to  an  office  to  obtain 
retirement  p>apers.   Mr.  Livingstone  does  not  know  how  long  this 
access  was  in  effect. 

When  occupant!!  of  White  House  offices  leave,  locks  are  routinely 
changed. 

Mr.  Llvingstore  opened  the  travel  office  file  room  for  the  FBI. 
Mr.  Llvingstore,  Mr.  Foucart,  and  the  Secret  Service  had  keys  to 
the  file  room.   Ms.  Cornelius  did  not.   Mr.  Livingstone  may  have 
opened  the  file  room  for  the  former  travel  office  employees  to 
remove  personi 1  effects,  such  as  a  baseball  glove.   Mr. 
Livingstone  dees  not  remember  opening  the  file  room  for  Ms. 
Cornelius,  Wozld  Wide  Travel,  or  Penny  Sample. 

American  Airlines  called  Mr.  Livingstone's  office  one  day  to  ask 
how  the  get  things  out  of  the  Old  Executive  Office  Building.   He 
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referred  the  airline  to  the  Secret  Service  and  GSA.  Mr. 
Livingstone  remembers  some  equipment  was  taped  and  sealed  in  the 
travel  office  for  some  time.   Mr.  Livingstone's  office  is  two 
doors  down  from  the  travel  office. 
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MARTENS  MEMO 
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CONFlOtNTIAL 
WHITE  HOUSE  PRESS   CHARTEflS 

T>1E  PROPOSAL 

D«f  Dm  Mytfi  ttattd  to  both  H«fiy  Themason  (pofsoiully)  and  Oamtfl  Maittns  (by 
pnont)  thai  mt  Whte  HouM  was  not  tM  10  any  particuiar  cnanar  opt ranor  and  thai  based 
en  that  assumption  sha  saw  no  reason  why  Thomason.  Richland  4  Mantns.  inc.  (TRM) 
snouid  not  bt  abia  to  eomptta  tor  tha  WNta  Housa  Prass  Corps  cnanar  busmeu. 

Oaa  Om  Myars  was  kind  anough  to  piaet  Oamal  Manans  ol  TRM  in  oomaa  witn  Bfliy  R. 
Oaii.  Oiractor  o(  tha  Whiia  Housa  Traval  Sanrieas  OapanmanL 

THE  PHONE CAa 

Mr.  Oalf  informad  Mr.  Manans  that  thart  was  no  potsWt  combination  o(  pricc/sarvica 
undar  which  TRM  could  aam  tha  Whlta  Houst  businass  and  to  not  wasta  his  time 
discussing  tha  manar. 

Not*  that  TRM  was  not  informad  that  I  would  bt  "dflleur  or  that  thara  was  only  a  *slim* 
chanct  of  earning  the  busin«ss...but  that  thara  «iras  *no  chanca'  of  earning  the  business. 

Dale  informed  TRM  that  thara  was  no  priea  point  that  ha  could  not  gat  (but  spedflcaOy 
declined  to  disclose  at  what  pnce  he  Obtains  aircrafl}  or  an  oporaior  that  ha  has  not  already 
cortacted.  Therefore,  what  could  TRM  do  that  ha  could  not? 

Ceitainly  a  lair  question  (how0v9r.  Dal9  eUtnd  tnt  qu9t6on  ttmtoricatty  '•not  in  an  tltott 
tOifiSGusstfmmatitf). 

Maiiens  informed  Dale  that  TRM  pufeheaai  a  rrieh  hk^r  vahinw  «»f  ehagy  h«.if«  than 
int  White  House  ooes  and  mat  tne  buymg  power  couid  be  combined  with  the  White 
House  bustfiess  to  lower  tr^  cost  from  panieular  vendors  to  tha  Preu  Corps.  Fudher. 
Manens  intormeo  Dale  trtat  TRM  is  aware  of  at  least  one  operator  that  has  aircrafl  based  m 
Washington,  rtas  aircraft  superior  to  those  currently  bemg  used  and  could  be  obtained  at 
a  rite  corrparabie  ana  proDaoiy  bwer  man  that  currently  being  paid  by  the  Press  Corps. 

Uj.nens  again  asked  Dale  trial  based  en  the  above  described  oo«ibtmv  of  a  price/service 
CO  Tibtnaton  that  is  superior  to  the  current  operation,  wouldn't  |ust  a  simple  meeting  be  tn 
onier? 

Af  airv  Dale  informed  Manens  trtai  trtere  was  no  possibility  of  gaining  ttte  WhNe  House 
U.siness.  1  riavt  been  hare  3i  years  and  no  one  has  seen  fit  to  replace  me  with  a 
C8  .Timerciai  operaion  jret.  So  unti  they  do.  I  win  corninue  'o  handle  triis  without  your  hel). 
Ht^ever.  I  you  art  flvtr  m  Washington.  I  would  be  happy  to  meet  you  but  do  not  bother 
m  tktng  a  specai  vtsu  because  you  wfl  not  get  the  business.* 

M  inerts  ended  the  conversatcn  by  'accepting'  Dale's  offer  tor  a  meeting  at  a  future  data. 
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TRM  has  toamtd  that,  eomrafy  to  Om  Oet  Myets  understandino.  th«  WhHt  House  Press 
Coips  has  been  ttown  on  a  wtuaBy  escbsivt  basis  by  Pan  Am  and  then  *Son  of  Pan  Am* 
known  as  Airline  of  the  Amencas  (AOA)  •  a  chaner  operation  made  up  of  ei-Pan  Am 
eieeutives  using  ea-Pan  Am  aircraft  (AOA  is  new  also  Ootng  business  under  xt\t  name  of 
una  Air.) 


In 
the 


the  brief  period  between  Pan  Am's  banicnjptqr  and  AMne  of  the  Americas  eenifieaiion. 
e  first  ha«  of  1992.  other  operators  were  used. 

Also,  the  White  House  uses  American  Trans  Air  tor  international  press  travel  ATA  has 
long-range  a«crali  that  AOA  does  not  operate. 

Airline  of  the  Americas  is  a  Repubiicarvoperated  chaner  airfne.  The  company  ran  into 
controversy  during  the  presidential  campaign  when  i  provided  press  transponation 
wanout  chargebacks  to  the  press  in  order  to  insure  good  press  coverage  of  Bush 
campaign  appearances. 

AOA  wanted  the  flights  to  be  considered  a  contrfeution  but  this  was  denied  by  the 
FE&OOT  subsequent  to  a  compiamf  iniiiated  by  David  Buxbaum  of  the  ClintorvGore  92 
Committee.  The  uncompensated  flights  were  discontinued  to  the  satisfaction  of  the 
concerned  government  agencies. 

This  activity  by  AOA  does,  however,  indicate  a  decidedly  anti'Clinton  philosophy  which 
seems,  on  the  surface,  lo  be  inconsistent  with  the  current  Administration.  Further,  ttus 
aaivity  had  to  nave  eeen  operated  with  the  fuO  knowteege  and  cooperation  of  the  White 
House  Travel  Services  Oepanmem  since  ait  flights  deaB  wnn  following  President  Bush. 

This  could  also  eipiam.  what  TRM  considers  to  t>e.  the  almost  violent  reaction  by  the 
White  House  Travel  Services  Depanmem  regarding  tne  possibility  of  someone  else 
coming  in  to  operate  tr^e  wn^e  House  Press  Chaners.  This  begins  to  tan  tooseiy  under 
\nt  heading  of  *Metriiniis  tr^u  oost  protest  loo  much.* 

Likewise.  American  Trans  Air  had  been  contacted  by  Darnell  Manens  of  TRM 
representing  the  Clinton  For  President  Commmee  (CFPC)  m  Apnl  and  May  of  last  year. 
They  miormed  Manens  pomt  blank  that  they  had  a  Umiteo  relationship  with  the  White 
House  and  that  hmnea  business  with  Bush  was  better  'han  no  busirtess  with  Clinton. 
ATA  did  provide  a  Did  tor  the  Ousmess  but  the  written  cor-aa  rates  and  \trms  were  far  »i 
eicess  of  those  dacusseo  wnn  Manens  m  person-placing  ata  out  of  the  rrantet. 

Once  again,  a  company  wh^n  made  ns  choice  and  has  represented  that  d  did  not  uppon 
iht  Clinton  pres<dennai  inmaiive  continues  to  t>er>efit  from  its  speoal  relationship  w«h  Billy 
R.  Dale  and  tne  wnne  House  Travel  Services  Depanmerv. 
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THE  RESULT 

Dm  Oft  is  wfong.  lh»  WhAt  Houm  k  Utd  into  two  optrators  (ono  MstntiaBy  domestic 
and  ona  assantiaUy  imamatienal)-^P«raters  who  did  avaiything  possible  (and  than 
soma)  to  gat  Prasidant  Bush  ra*alactad  apparantty  with  tha  tun  knowledge  and 
cooperation  of  tha  White  House  Travel  Sarvicas  Oapaitfnant  (at  least  the  senior  merrtjers 
who  «vere  present  throughout  the  Bush  Administratiof^. 

Using  two  oparators  sami^xciusivaly  is  not  IBagaL  il  probabiir  isnl  unethical.  Bui  l  is 
stfupiy  not  pouble  that  ona  domestic  oparator  which  oparatas  only  two  airplanes  (a  727 
in  SI.  Louis  and  a  727  in  New  Ypik),  has  axadiy  tha  typa  dl  aifcratt  needed  tor  the  lowest 
possfeia  pnca  lor  vinuaBy  avary  domestic  ffighL 


What  signTcanca.  I  any.  can  be  anrtoutad  to  the  eeineidanoa  that  asseniialy  the  ume 
intfviduali  at  both  The  White  House  and  at  Pan  AnvAOA  have  baan  handBng  the  press 
chaner  business  tor  a  protracted  penod  el  time?  Is  I  a  manar  ot  Just  being  easier  to  can 
one  operator?  It  so.  then  the  Travel  Services  Departmem  is  net  doing  its  iob.  It  us 
something  else,  then  what? 

Further,  why  wouldni  the  White  House  Travel  Sanrioas  Oapafimani  be  sensitive  to  the 
existence  oi  many  operators  who  have  invested  heavly  in  their  businesses  and  are  sman 
businesses  by  most  delmiticns?  isni  it  reasonable  to  assume  that  other  operators  could 
provide  the  level  ol  servce  required  by  the  White  House? 

With  20  years  of  orpenertce  in  air  charter  and  being  the  iormar  "prasidenr  o(  Air  EMs.  I 
can  Kate  without  equivocation  trut  the  operators  and  aircraft  are  otJt  there  and  they  are 
capable  and  deserving  oi  some  ot  the  business,  vvhy  cam  tf>ey  compete  tor  the 
business?  ^ 

SUMMARY 

•  No  oompeiiiive  servce/prce  bKJdmg  lor  White  House  Press  Corps  (WHPC)  chaners. 

•  Current  operator  has  only  two  aircraft  •  one  m  St.  Louts,  one  in  New  York  •  none  in 
Washington. 

Current  operator  anempied  to  provide  tree  transponation  to  press  covenng  Bush 
campaign  appearances 

•  Cunent  Director  of  White  House  Travel  Services  Oeoanment  (WHTSO)  mn  have 
been  aware  of  the  above  aboned  attempt  to  provide  'ree  iransponaiion  and  look  no 
sjbsequent  aaon  (Direaor  agrees  on  prce  and  s  ^ns  the  checks  •  no  pnce.  no 
cnecks). 

•  WHTSO  refuses  to  discuss  business  opponunities.witn  leeilimaie  chaner  opgratofi^ 

•  WHTSO  has  tieo  itseii  to  a  specific  domestic  operator  without  the  knowledge  or 
approval  of  Admmistratcn  oflciats  (including  Dee  Dee  Myers). 

•  WHTSO  clairns  tf<ai  pnce  is  of  little  sioniticance  since  press  pays  •  but  govemment 
personnel  do  ny  on  aircran  ana  govemment'dols  pay  using  GTR'a. 
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INTERAGENCY  COMMITTEE 
ON  AVIATION  POLICY 

"I  do  find  it  surprising  that  a  person  who  was  as 
instrumental  as  I  was  in  the  Clinton  campaign 
cannot  pick  up  a  phone  in  the  White  House  and  ask 
for  information  for  people.  . . 

Harry  Thomason,  Washington  Post^  May 
27,  1993 

"TRM  should  solicit  a  consulting  project  from  the  White  House  of  the 
following  description:  "Review  all  non-miliary  government  aircraft  to 
determine  financial  and  operational  appropriateness....This  inventory 
MUST  be  administered  by  someone  who  knows  aircraft  as  well  as 

operational  and  capital  budgets We've  demonstrated  our  capabilities 

to  the  President  by  coordinating  all  aircraft  activities  for  The  Clinton 
For  President  Committee,  The  Clinton/Gore  '92  Committee  and  the 
Clinton/Gore  Transition  Team....Harry,  I  can  state  without  qualification 
that  TRM  is  uniquely  qualified  to  conduct  this  study  ..Put  me  in  front  of 
the  right  person  at  the  White  House  and  I  will  prove  the  value  of  both 
the  project  and  Thomason's  capabilities." 

2/11/93  memo  from  Darnell  Martens  to  Harry  Thomason 
regarding  a  project  that  Harry  Thomason  had  spoken  to  the 
President  about 

"Based  on  your  discussion  with  President  Clinton  of  my  2/11/93  memo, 
I  began  the  process  of  obtaining  specific  information  regarding  the 
scope  of  work  and  potential  savings  involved  in  performing  an  audit  of 
all  non-military  Federal  aircraft.  We  have  already  requested  and 
received  some  information  from  the  OMB  regarding  these  aircraft... We 
know  that  a  review  of  these  aircraft  are  warranted...the  President 
believes  in  it,  we  believe  in  it  and  now  we  have  confirmation  that  those 
responsible  for  these  operations  within  the  General  Services 
Administration  believe  in  lt...TRM  is  uniquely  situated  to  perform  this 
review  and  complete  it  in  a  meaningful  time  frame." 
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memo  from  Darnell  Martens  to  Harry  Thomason  discussing 
the  project  starting  on  May  3,  1993 

Re:  "our  4/7/93  meeting  at  your  office"...  "as  you  know,  I  have  already 
met  with  and  obtained  the  cooperation  of  Lawrence  B.  Godwin, 
Executive  Officer,  Interagency  Committee  on  Aviation  Policy,  General 
Service  Administration... 

"The  Office  of  the  President  needs  to: 

A)  Issue  an  Executive  Order  empowering  ICAP  to  perform  the  audit. 
This  Executive  Order  is  simply  providing  the  authority  to  carry  out  the 
mandate  ICAP  has  already  received  from  the  OMB  (Circular  A-126). 
ICAP  will  require  an  additional  manpower  allocation  and  a  reasonable 
travel  budget  for  the  audit. 

B)  Enter  into  a  consulting  agreement  with  TRM,  Incorporated  to  1:  act 
as  a  liaison  between  ICAP  and  The  White  House,  2)  develop  the  audit 
methodology  with  ICAP,  and  3)  devdop  the  final  recommendations  to 
the  President  based  on  the  obtained  information. 

In  discussing  this  with  Harry  Thomason  after  our  meeting,  he  noted  the 
same  synergistic  opportunities  we  discussed.  Such  as,  regenerating 
single-engine  aircraft  production  in  America  and,  with  an  accurate 
operational  and  financial  baseline,  we  have  the  opportunity  to  create 
a  system  of  true  interagency  use  of  our  aircraft  assets." 

April   12,   1993  memo  from  Darnell  Martens  to  Bruce 
Lindsey 

"A  GSA  guy  called  Darnell  Martens  and  invited  Darnell  Martens  to  talk 
with  GSA...  Harry  Thonfiason  discussed  idea  with  Bruce...GSA  called 
Darnell....unconnected  to  Harry  Thomason  or  White  House...Harry 
Thomason  conversation  with  B" 

White  House  Management  Review  notes  of  interview  with 
Harry  Thomason,  May  27,  1993 
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TO.     HARRt  TO«w»  ^M£  PRfSIOENT  HAS  SEEN 

C3MlnMn.   TRM,    Inc. 

mcM:  OMUaU.  ICUtTSiS 

Prealdenc.   TSM,    Inc. 

RSl       MKXTE  MOOSE  IWSVrCRT  OT  ^KE  rEDOUU<  AIROtATr  FLSET 
OATEi     3/11/93 

Od  1/29/93.  I  seaic  you  «nd  !>«•  !>««  Myera  «  neno  in  vbicb  I  st«t«d  ch*c, 
ba8«d  on  the  A<SmlnietracloD's  directive  to  consider  cucbacXa  wherever 
feealble.  TRM  sbould  eolicit  •  consultlDg  project  from  the  Mhlte  House 
of  tbe  following  deacriptioD: 

■Review  all  nao-milit«ry  vovemiaent  aircraft  to  detervilne  financial  and 
operatianal  appropriateDeas.* 

Yeatarday  Bomiag  on  om-Live.  tlie  Preeideot  atated  in  a  cabinet  sieeting 
tliat  bia  ataff  baa  Inforvted  bia  cbat  tbere  are  aavinga  to  be  had  la  a 
review  of  all  govemvaot  aircraft  and  tbat  an  inventory  of  tboae 
aircraft  will  be  lude. 

Thia  inventory  MOST  by  adaiaiatered  by  someooe  wbo  knowa  aircraft  ae 
well  as  operatianal  and  capital  budffeta.Z  propose  a  plane-by-plane 
inventory  of  the  1.674  aircraft  in  tbe  Federal  fleet.  we  w^xild.  witb 
cooperation  by  tbe  GAO  i  0KB,  Hat  eacb  aircraft's!  agency  user, 
purpose,  currant  value,  operattine  budget,  bIssIoo  appropriateness, 
utiliucloD,  alternative  aircraXO  (if  any),  cperating  tudget  effects  (of 
changes,  if  any)  and  odBcellaneous  ooooMnts. 

ea>*AKy  or  tkz  pedbsuu,  xiROtArr  rusrr 

Large  Coomerclal   Jets  26 

Large  Buelness  Jets  22 

He<liua  Buelnesa  Jets  41 

6o\all  Buaineee  Jets  150 

Turboprop  660 

PlatoD-Multieogine  190 

Pieion-filogle   tstgio*  40€ 

Hellcoptere  383 

Military-type  Jets  _&£ 

TOTAL  187  4 

Me've  deinonac  rat  »<]  our  ca{>abniciee  to  the  Preeident  by  coordlrkitlng  all 
aircraft  activities  for  Tbe  Clinton  for  President  Conralttee,  The 
CI  Intorx/Oore  '92  Corir.uiee  and  the  Clinton/Oore  Transit  ion  Tean.  Now  we 
hava  an  opportunity  to  m&Jie  a  eubstajitlve  contribution  to  tbe  deficit 
reduction  plaixa  wp  ctj-.  deliver  a  practical,  uaeful  tool  to  both  reduce 
costs  and  impruvt   aii-ciaft  utilization. 

Harry,  I  can  state,  without  oualif icatloo.  tbat  nm  is  uniquely 
qualified  to  cor^Suct  tbia  study.  Tbia  Is  the  project  for  which  I  have 
trained  for  19  y^^are.  I  Xncr*  the  aircraft--!  understand  the  budgets. 
Put  me  Id  front  of  the  right  person  at  the  White  House  and  I  will  prove 
the  value  of  both  the  project  and  TTiocvseon's  cspabillt  iee. 
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TO:       HARRY  THOKASO?:  *      .    . 

C»iainra:».  TRK.  Ir.r. 

FROM:     DARHEU.  MASTEJiS 

President,  TRK,  Inc. 

RE:  WHITE  HOUSE   IHVEIJTORY   OF  THE   FEDCTAL  AJRCRATT   FLEET 

DATE:     2/11/93 

On  1/29/93,  I  aent  you  and  Dee-Dee  M/ers  a  meno  in  which  J  stated  that, 
based  on  the  Administration's  directive  to  consider  cutbacks  w.>-.€rever 
feasible,  TRH  should  solicit  »  consulting  project  from  the  White  House 
of  the  following  description: 

■Review  all  non-military  government  aircraft  to  determine  financial  and 
operational  appropriateness.* 

Yesterday  morning  on  on)-Live,  the  President  seated  in  a  cabinet  meeting 
that  his  staff  has  informed  him  that  there  are  savings  to  be  had  in  a 
review  of  all  government  aircraft  and  chat  an  inventory  of  those 
aircraft  will  be  made. 

This  inventory  MUST  by  administered  by  aotneone  who  knows  aircraft  as 
well  as  operational  and  capital  budgets. I  propose  a  plane-by-plane 
inventory  of  the  1,8"'<  aircraft  in  the  Federal  fleet.  we  would,  with 
cooperation  by  the  CAO  fc  OkS,  list  each  aircraft's:  agency  user. 
purpose,  current  value,  operating  budget,  mission  appropriateness, 
utilization,  alternative  aircraft  (if  any),  operating  budget  effects  (of 
changes,  if  any)  and  miscellaneous  comments. 

SUt*«RY  OF  THE  FEDERAL  AIRCRAFT  FLEET 

Large  Cormercial  Jets  26 

Large  Business  Jets  22 

MediufT  Business  Jets  4i 

Small  Business  Jets  ISO 

Turboprop  600 

PlBlon•^^J]c  lencine  190 

Piston -Single  engine  406 

Helicopters  383 

Military  type  Jets  "ja 

TOTAL  1874 

We've  demor.otrated  our  capabilities  to  the  President  by  coordinating  all 
aircraft  artivities  (or  The  Clinton  For  President  Cotnnittee,  The 
Clinton/Core  '92  Committee  and  the  Clinton/Core  Transition  Team.  Now  we 
have  an  opportunity  to  make  a  substantive  contribution  to  the  deficit 
reduction  plans.  We  can  deliver  a  practical,  useful  tool  to  both  reduce 
costs  and  improve  aircraft  utilization. 

Harry,  I  can  state,  without  qualification,  that  TRM  is  uniquely 
qualified  to  conduct  this  study.  This  is  the  project  for  which  1  have 
trained  for  19  years.  3  know  the  aircraft- -I  understand  the  budgets. 
Put  me  in  front  of  the  right  person  at  the  White  House  and  1  will  prove 
the  value  ol  both  the  project  and  Thomason's  capabilities. 
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TRM.  INCORPORATED 
513-871-5410 

INTERCOMPANY  MEMORANDUM 


TO:  Harry  Thompson,  Chairman 

FROM:  Darnell  Martens,  President 

RE:  Federal  Aircraft  Management  Information  System  (FA.»:S) 

DATE:  3/12/93 


Based  on  your  discussion  with  President  Clinton  of  my  2/11/93  memo,  I 
began  the  process  of  obtaining  specific  information  regarding  the  scop>e 
of  work  and  potential  savings  involved  in  performing  an  audit  of  all 
non-military  Federal  aircraft. 

SCOPE  or  WORK: 

(A)  The  scope  of  work  involves  the  plane-by-plane  review  of  1,8?< 
aircraft.  We  have  already  requested  and  received  some  information  from 
the   0KB   regarding   these   aircraft. 

The  information  currently  available  is  not  representative  of  the  true 
cost  of  operation.  Existing  definitions  of  "operating  costs"  vanes 
widely  and  is  not  consistent  among  the  various  agencies.  Koch  of  the 
costs    are    hidden    in    the    oenera;    overhead   budgets. 

To  develop  true  operating  buogets,  perform  an  audit  of  how  the  aircraft 
are  used  and  to  evaluate  alternative  aircraft  and/or  operational 
recor.Tiendat ions    would    require    one    year. 

(B)  After  hearing  ircy  the  Interagency  Conmittee  for  Aviation  Pclicy, 
It  wii;ld  appear  that  a  Icllow-on  project  of  developing  and  :rpiemer.-.  ina 
a  ma-.aoerntnt  inf orma-.  i cr.  iy;:rr  that  continues  tc  adequately  -rr.itc:  a-.c 
oocw-ent  the  a  i  r  c  r  a '. :  usage  is  needed.  This,  loo,  wc.^d  i<.'C.:iv 
apprc.MTT.at.ely    one    year    :c    develop    and    implement. 

POTEKTIAI     SAVINGS  Potential     savings     had     been    earlier     crt  iiT.atc-    (■■y 

ine  at.  SlOO  millior  yea:  one  with  minimum  annual  operaljrc  L-ucaet  sav;nc.' 
of  SiC  Trillion  per  yea:  ifcrealtcr.  1  now  lcIicvc  t':;?  tc  be  •.-■erv 
cor.5-:-rvat  i  ve  . 

A     cisrussion      wjtr      -a»ronce     B.      Godwin,      Txecut.  ;  vo     Of;:c«-:  rf      i  (>•"• 

Interagency  CoTtrr.i  t  tee  '.  o:  Aviation  Policy  (ICAD  at  the  General  Service:; 
Admi  r.ist  rat  ion  tevcalec  t  f.at  the  government  cid  not  even  acci.:nt 
.separately  for  the  C-coets  relating  to  personnel  transpcrl  or.  nor- 
Tnil.tary  aircraft  ort  .  ]  (our  years  ago.  !n  .ms  or>n;cr.,  the  siatc-i 
ojx.r«'.;rs    costs    cc    net    wc.-    cicsoly    indicate    the-    true    cc5i5. 
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i:;TE?crr:ct  M£KOF>-*ouy.        HAasy  THO^^ASO^         f'Zt 


He  offered  thai  the  published  coats  m*y  be  lo**  by  as  much  «s  t  d^r-mj' 
r^int  ■  Since  the  1991  published  costs  were  $1, 01"?,  1 1 8, 369,  this 
indicates  a  potential  variance  of  S9  billion. 

My  research  bears  out  this  supposition.  For  example,  the  Dept .  of 
Agriculture  aircraft  operating  costs  equal  only  $3€S  per  hour,  the  Dept. 
of  Interior  just  S220  per  hour  and  the  Dept.  of  Justice  at  S661  per 
hour.  These  figures  simply  are  not  reasonable.  They  are  too  low 
considering  the  type  aircraft  operated.  Therefore,  there  must  be  costs 
which  are  not  disclosed.  Hy  analysis  and  ICAP's  statements  both 
indicate  gross  understatements  of  aircraft  costs. 

I  now  believe  that  TRM  can  identify  savings  to  the  governjnent  of  several 
hundred  million  dollars.  A  ver<  conservative  estimate  would  be  S300 
million  initially  and  5150  million  per  year  thereafter.  Additionally,  a 
significant  percentage  of  the  aircraft  operations  budget  would  be 
shifted  to  private  enterprise  (charter)  thereby  improving  the  general 
economy. 

SinoiARY :  We  Know  that  a  review  of  these  aircraft  are  warranted.  ..  the 
President  believes  in  it,  we  believe  in  it  and  now  we  have  confirmation 
that  those  responsible  for  these  operations  within  the  General  Services 
Administration  helieve  in  it.   Additionally,  the  budget  savings  have 

crew-  tc  bo  s' at. :  s'.  1  Ci  1  ;  y  iignificant. 

Thy.  IS  jr.iquoly  s;*, -a;  ed  to  perform  this  review  and  complete  it  in  a 
T.ea-.inc!uJ  time  !ia->'. 
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SS.AXX.  rniwn1>r>r  ion 

May  03     Hay  2B 


May  31  Jun  IB 

Jun  28  Sep  2< 

Sep  30 

Sep  2^  Dec  31 

Jan    01  '9< 

Jar  03  Kar  Ti 

Apr    01 

Kar  2£  Apr  TS 

Hay    O;  •?< 


Taak 

Develop  specific  definition  of 
operating  bud9et  and  aircraft 
utilization  parameters.  Audit 
paelcaqes  developed  for 
iii^lementation  by  GAO.  Specify  TW. 
coioputer  software  and  hardware 
configuration  for  the  FAHIS 
database. 

Meet  with  and  train  GAO  audit 
personnel  regarding  FAHIS  audit 
package  and  related  information. 

Group  I  Agencies:  audit  packages 
solicited,  returned  and  analyzed. 

Group   J  Report    to  Executive  Branch 

Group  II  Agencies:  audit  packages 
solicited,  returned  and  analyzed. 

Croup   II  Report    to   Executive  Branch 

Group  III  Agencies:  audit  packages 
solicited,  returned  and  analyzed. 

Group  III   Report    to  £*ecu:jve  Branch 

Group  I  thru  III  Agencies:  ell    audit 

packages  analyzed  relative  tc 

interagency  considerai  ions  ar.c  fir.a] 
report  prepared. 

FuJJ  report    deJ  ivered   to  Executive 
Branch. 
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TRM,         INCORPORATED 
FAX:    513-87    l-SISl 


TO:       BRUCE  LIKDSEY     y- 
FROM:     DARWELL  MARTENS 


^, 


RE:       REVIEW  OF  NON-MILITARY  FEDERAL  AIRCRATT  FLEET 
DATE:     A/6/93 


Attached  is: 

1)  A  memo  to  Harry  Thomason  which  was  presented  to  and 
discussed  with  the  President  in  mid-February.  The  President 
indicated  to  Harry  that  this  was  •  project  he  was  interested  in 
considering. 

2)  .A  follow-up  memo  to  Harry's  meeting  with  the  President 
which  outlines  the  proposal  in  greater  detail  adding  the 
cooperation  of  the  CSA's  Interagency  Committee  for  Aviation 
Policy    (Lawrence   Godwin,    Executive   Officer) . 

3)  A  Scope  of  Work  summary  indicating  a  one  year  time  frame 
for  the  coryletion  of  the  audit  and  reconmendation  phase  of  the 
report . 

Interim  reports  could  be  issued  in  order  to  accelerate  the 
implementation   of    cost    savings. 


Subject  to  your  review  ol  this  preliminary  information,  TRM  is 
prepared  to  asseiT.ble  and  provide  any  additional  information  you 
may    require    to    lully   consider    this    project. 

Likewise,  TR^.  formally  requests  the  opportunity  to  generate 
this  report  for  the  Administration.  We  have  consistently 
demonstrated  both  our  capabilities  and  loyalty  to  the 
Administration  throughout  the  past  16  months.  Further,  we  are 
uniquely  qualifiecl  to  provide  a  report  which  ran  be  implemented 
and    wi  \  1    result    in    lower    government    costs. 
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TRM,  INCOKPOKA  rtU 
HAKRy  THONIASON  &  ASSOCIATES,  INCORPORATED 

4536  AIRPORT  ROAD 

CINCWNATl,  OHJO  4S:J6 

TELEFAX  NUMBER  513-171-5761 


TO    f^roOL       LinJs.gu( DATC:     ■M    U  q'b 

TCLEPHONX  NUMBER: 

PAXNUK3ER:  ^O^   -   ^5<n  -   PB^^ 

COSff A.S-> : "TtU.      lOW,Vt    HocjJg- 

CJTY  &  STATE; 


KUMBEK  OF  KACii  INCLUDING  COVER  SHcET:. 

FROM:    DARNELL  H.MARrENS,rRK$IDEXr 

TELEPHONE  NUMB LR    JlJ-871-5410 

RE^IaRKS 


2- 
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IRM,        lUCORPORATtD 
MXM0RXKD7M 

ciKciwNMi:  siJ-ei:-:*^  to*  ak3s..£S;  »ie-53B-:f:: 

T9:  »RI7CK       LZMOtty 

ASST.     "7-.    TMI    l»*tS:31NT,     S» .     M)VI$0» 
THE    KHI7C   House 

rXOM:  DXAKCLL      MARTINS 

PRESIUEK?,    7R«,    INC. 

RE:  FAMIS    .recer«:   Alrsr«ft    ««r.»5«.-»«nt    infcrraticr   Sy!t-r>;    repc 

DATi:  «/l2/»3 

S*9td    OP.    our    «/'»/»3    r*eilng    »t    your    office,     :    am    re  :3Tt-<..-<i:n5    ti«^    i 
oriic*    of    the    Pre»id«r.t    ir.l-.i»t»    an    operatl'"-"*!    «*'3    rm^icj*;    »utJi; 
•  :]    n-in-it  1  1  It  •ry    r-d«r«)    •  J  rttwf ••.  . 

Tne   specific   purpis*  cf   th«   <j£^C   wliJ    fc«  lo:    1)    gensrf.e    a    cs.islji. 
acc3untin9   oothodelt/gy    for    Federal    alrciafv    «nd    perform   »r.    a.i^it    us 
that    method,     and    2)    9«n«t«t«    a    repot:    lor    the    President,     using 
infsr.-natlor   cbiainei,    t^at    will   list   specific    recsT.-rvendations    regard 
aircraft    reqMlieite.its   and   interagency   utilization. 

AS   you    know,     I    have    alread*   .-*t    with    and   oetalneo    tne    cooperat io.-> 
Lawrence      B.      Oodxin,      ^xecctive     Officer,      :nier«gei.cy     Ccmr.ittee 
Avltiion    Policy,     Oeneral    Services    Adr.i it i 1 1 1 • '.  1  or.     (Lhi.-tk    of     \ZhJ    aa 
U.S.    Ooveirjxent 'a    flljiiV    departr«ncl. 

Ai         Iss.e    an    Ererotlve    Ordir    er.powerlng    JCA.»    -o    ptrlon-    •..-.«     a-j 
T.Ms    Executive   Oz  itz    is   »lr.ply    providing   tr.e    ajt"iorliy   ic   carry    o-* 
r«.-.3«ie    3CA?    has   alresdy    received    from   t.^e   C'.E    .Crrcjlar   A-ir*;. 
•iill    :e:;.l.e    a~    aCdl'-lonal    r.9npo>>er    alloca'io.i    a-)-    s    reasc.'anle    tr 
b.;d9e'.    (ci    t^e    ajdlt. 

9'  tTtei  into  a  c'.nsulting  ejretn-^nt  with  TFur,  Intcrpoia'ec  *:;  1) 
as  a  lla:aon  t>eiv*en  JCAP  and  The  White  rcjse,  2)  develop  :.*>•  t 
i^e*.  ^orolcgy  vl-.r.  ICAP,  »nd  J;  develop  l.*ie  lin'i'^  1 9CO."ti"i>enJ«  1 1  ..-.s  1  c 
President    based    or     t^e    ot/tain«d    Inf  orT.at  ion . 

ri  ^)»rM;s)n9  tMa  with  H*rry  T^ior-ason  a(-.«i  cur  re«tl.-.j,  h«  -  :\% 
s«("»  s/^^e  r  g  191  i'.  opporl  u".  i  •- ie  s  we  dlscu-^sed  S'.ch  »J,  re;*-e: 
sinj  ;e -en; .  ne  aircraft  prcijctlon  Ir.  Arerica  sr.-J,  .it.",  ar.  ace 
opbraiiona;  anc  flnaiclal  bfscline,  we  !.Ave  -.he  cp;jor'.onl t y  tc  ere 
sys-.ef   :<f   •.  rve   lii*. ertgirr.cy   -.se    of   our   airciafi    assets 

T-'is  y.zi'.zx  falls  sollfiy  >.nJer  the  htadlTg  cf  re-i.".ve 
91.V1, :  -.-anv.  ^ 

►•;ef«.i    »=.  jst    -.It   re/t    sttp    (cif.er   -.n»n   let'.frj   up  a   r^etir.c   •.:•>. 
.'vf   .s.i.i.        i    »;::    »•«    111    J.C.S    .^.Tj-slea    4/13    t.irrugr.    4'2J.       1    a."    *• 

I:  5pos^' 
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TRM,  INCORPORATED 
MARRY  THOMASON  &.  ASSOaATES.  INCORPOnATHD 

4S36AmrORTRO/VD 

CINCINNAir  O«0  43226 

IliLBFAX  NUMBER  S13-t71-S761 


TO; 

telbphonh  number 


T>^U  DATI:_4M^ 


FAX  KUNIBER: 


CX)MPANy: "^    VOV«^<    ^9*nc. 


Cmr  &  STATB- ^^^t.    Ji     ^fOiL<.     L.>A^t^ 

5 


NT.IMBEX  OF  PAGES  INCLUDING  COVER  SHEET:. 

FROM     DARNTLL  M.  MaRTEKS.  fRESIDENT 
TELCrMONENUV.BER    M3-871-VJ0 


R£MA-?KS 

c.**t.C>^«.  . 

•       T.Ce       t^^      -AicUi 

vO 

-^^fe5' 

-^ 

t  7«-  i>cc  m> 
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-     TkM.       i«coiiro**-«e/. 

KAJUIT      THOKAIOK      «      A8»0CXATC«  '/('///  <j' 


Z^^/^^. 


»0=  "»  /n'tr^<^ 

rROH:  OXMfBLL      MXR7SM1 

PRS61DENT,    TN<»    IMC. 

RE:        reder«l  Aircraft  Hana^eraent  ln£ora*vior.  Syster.  RC?ORT 
DATE:      4/26/93 


Mae  Kr.  llnos^y  had  an  opportunity  to  foilow  up  or.  cui  neacing 
of  4/7/93  and  my  taxed  ■«ao  of  4/12/93  regardir.g  the  federal 
AlrcraJt  Report  (copy  attached) 1 

Marry  7hom*eor.  will  U»  at  The  Mhite  Mowaa  or.  Friday  and  Saturday 
or  tr.ls  -••k .  woulU  Mi.  1,X<>«I»«7  -aMl.  tfe  acKcdulc  •  l&llbw-wp 
nefttlng  ot  that  time? 

I  am  in  Cir.c.nf.aul  thie  wook  (phone  nuiLi-ers  ctove).  Please 
kdv^r*  St  }-ovt  c»nv*nl«nca  .   Th»n'r  yrtu  ' 
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MBMORAKDVK 

CiKZlKNKTl:  5a^-e^l-^«J0  lOS    ASCrUS :  eit-SCf-SEOC 

FAX   •■'1-0741  »•'**    ooi-ven- 

To •  Bwuct     LlKns«y 

MSI.    TO   7ME    PRCSXDeNT,    Sh.    ADVISOR 
THE   WHITE   flOUSe 

rXOM:  DAJUtBLt      lURTIN* 

PRCeiDEKT,    TAM,    IHC. 

RC:        VAMIS  (Fcoeral  Ai.rer«rt  lUin«9e>n«nt  inCortMLlon  syscen)  ^ziuKt 

Based  on  our  <n/i3  imetlng  at  your  e££icc«  Z  «m  r*con«**ndin9  that  the 
Oftlc*  pf  tlM  rrwa^d^n*  <n4r.l«i-.M  Mr.  «tpMt:«tien«l  and  financial  audit  oX 
all  non-military  Fadarai  aircraft. 

7li«  apwifiv  putpoaa  oC  the  audit  will  b*  to:  1)  generata  a  conaiatcnt 
aucuuiaxi>9  jiwLhodoloyy  2oc  Federal  aicerafi  and  perfom  an  audit  usinc 
that  nwthod,  and  2)  yenerate  a  report  (or  the  Preeidant,  using  th« 
Intormatlon  obtained,  that  will  liat  apecific  rwvomtendatlons  zegaidinc 
aiiciaft  requiie.-nent9  and  Interagency  utilisatron. 

Aa  you  Know,  i  iiavv  alrwady  met  wlLh  ana  obtained  the  cooperation  o 
Lawrence  B.  Godwin,  Executive  Officer,  Intarnger.cy  Committee  o 
Aviation  follcy.  General  Cervices  Aftnlniotratlea  (think  o<  ZCAT  ao  in 
U.S.  Government's  fli9ht  department). 

The  c;;icc  of  ihe  President  needs  to: 

A)  Ieav.e  an  executive  Order  wBtpv«^rir.9  ICAP  to  pei.'Cuim  the  audli 
-This  Executive  Oi.dex  Is  simply  providing  the  authority  to  carry  out  t^ 
mandete  ICAP  has  already  received  trum  the  0MB  (Circular  A-126) .  2C; 
xill  require  an  additional  manpower  allocation  and  a  reasonable  txavi 
budge*,  for  the  audit. 

o)  ftnier  Inio  a  corsulllnv  agrwwniviit  with  Tn.*i,  Ii>uuit>u^aLeJ  lu;  1)  • 
«e  »  liaieor.  Deiween  ICA?  and  The  Knite  Mouse,  2)  develop  t.-)e  auO 
^cv^odolo9y  Kith  ICAT,  *nd  3>  tfevelo|>  t.he  f;.nal  reconnendavlona  to  V 
President  based  on  the  obtained  information. 

ir.  eiecueaing  this  wl-^n  Harry  Thoinasun  aflwi  v\it    tn^v\.ii\^,     ho  iioiwiJ  i 
sane  svreioisilc  opportunities  we  diecuaaed.   Such  as,   regenerat: 
sir.gle -engi  ne  aticraft  production  in  Ar.erlca  and,  with  an  accuri 
opeiatlonal  and  financial  baseline,  we  have  Lh?  opportunity  to  creat 
tyaieiT  oJ  uiut  iz-.tei  a9ency  use  of  oui  airccaft  asseie. 

thia   pio}ect   lalla   solidly   un^er   the   needing   ol   re-^nvent 

governrtent . 

Please  advise  oui  riexi  step  (oi.her  vhan  se'.'.lng  up  a  meeting  with  Re 

Jot.neon}  .  ]   «1.1   be   in  Loe  /U.^cIwk   1/13  t.!.ruu^l.   4/21.    1   a...  at  ; 

c'.iposal  . 
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VRM,  XMCeft»OltATBe 

TAX:    513-67   1-5761 


TC.  BRUCE  tZNOSBY 

rSOHi  PAIWCU.  MARTENS 

R£;  rCOERAL  AVZATZON  HAHAitKntui    AUUZT 

DATE:  4/2  J/ 93 


Actrc^vi  <<«  Miiimutry  of  Lh«  pxop;>sed  «udit  and  reoort  with  asma 
•cdlticn4l  aetill.  Thl«  Infonraclon  was  (enez«ted  ir.  concert 
with  ICAP  of  the  GSA. 

Likewise,  we  now  hAve  rbe  suppcrt  of  tne  FAA  Flight  standards 
Office  w.^ich  ^ae  i>ezlou9  concezne  zegazdin?  the  eperetlonal 
safety  of   "public    aircraft.*    (nor. -tail it ery  Federal    aircraft)  .  . 

I    have    completed    soi^    zeeearch    which    indicates    an    alantlnjly  .^^  7 

niy)i    ac.liJaiiV,     imLm    mi\,lti..,    te«^k*A>t    &yencl««    c^t     th«     yev«rruner.t 

in  ao.-ne  caa«a  «f>  accident  rate  3  to  4  tij«es  higher  than  the 
civiJ    oviev.i.on    fleet    ra^«. 

-h«  np-'*' 1  or.* :  wiclw  of  tJie  propi/Sed  audit  would  idantify  those 
areaa    ir.   which    safety   could  be   Improved. 

I  wojld  creotly  appreciate  the  cpportunity  to  get  together  with 
you  aniJ  Rav«;  Johnswn  lo  determine  if  ha  is  in  a^reener.t.  If 
so.    ••«    could    act    a    ti.-netable    fox    the    project's    initiatior.. 

P.re^e    iSvise.      Tnaniia: 


7 
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fF.UFRAL    AVIATION    MANAOEMtrTT   AUDIT 

PURPOSE 

T^  iniem  of  llut  oudit  is  lo  gcnetuc  •  repon  which  will: 

1 )  fonnuUiA  «  consUiem  ■ccoununf  netbodoloty  (cpaaiioiwl  and  ftsandkl)  for  Tcdciftl  ftiiwaf '« 

2;  jKf form  wi  audil  utlni  that  maihodototy,  and 

3,1  (cnentc  a  repon  for  me  Preiiaeat,  attni  the  ifilunnaiuii  ubuined.  thai  win  Un  specific 
itcomnendauoAS  ic|;jn]iny  amatti  nquiicmem  wd  ouenfcncy  utilizaiion. 

METHODOLOGY 

The £)i«oab««  Branch  would  tiu\tumm  TXM.  bwoipurawd  tw  «o(k  ia  oonrr-n  wiiK  iKr  lntfM>gr.nry 
Conmuitt  For  Aviattoti  Pdltcy  (ICAP)  of  Ae  Ccnm)  Servloet  Admlnismion  (GSA)  w  ffttttvx 
i«r  rrpon  Thr«^  iwrt  nniiiie*.  TKM  and  ICAP.  havt  wcvked  toccJtcr  ui  make  dii:  ixopoca)  lo 
Tlie  While  Houfc  and  each  has  ipeclflc  ind  tyawf  bik  uqaibiiiiiet  to  Insure  iltc  qnalay  and 
compteucn  of  the  audii  and  repon. 

TKM  Bid  ICA?  would  dc\«lop  the  audit  and  atxoiiuing  meihudukiity  fur  llir  noii-niilitaiy  Federal 
icTUif  I  fleet   Tliii  proccu  would  require  lix  (6)  w«ela. 

ICAf  K'OUIC  aominlnor  the  actaal  auUii  fuiitiiua  luing  individuals  aUocair<d  to  ICAT  from  vihv 
ajeociu  and  one  tmm  phvas  industry.  A  flve-iDBfnbo  aadii  team  is  envisioned  requiring: 

•     Team  Conrtiinaiar  Sotme-GSA/ICAP 

OrftPxiaei.  coc-ditsm  an^  adr^mijitrt  ihr  Fedtral  Aviaiioit  Atttungrmcmi  Amdii 

rirjtBciK)  Con»iill»nf-  .^nmOB-TltM 

Hcvitwi  and  analyui  agrncy  finunclat  ctraietics i-elt^ng  airerc^  ocqulsttion .  rcploceftten:  <3^ 

dijpoial 

BuU^L-i  ukJ  Al-couhuic  An^jiL  Source  CSa  or  OMD 

Ar vir«  J  ond  onaJytes  agrncy  a\^aru>n  opcniional  buagei  <Md  accouniinf  aata 

fiincipu  Opcraoons  lnf7>eciar  SaurcC'rAA 

Krvirw;  arj  anolyte}  ofCAcy  pptrahorj  nia)u$els  and  jysicms. 

Fiuiciplt  Mflinicn»nct  Inrpocior  Source-PAA 


Then  kjc  picKftily  66  ^locir^  ajdit  %vu  (17  in  Wa^tJrx^ion.  46  In  ihr  CoMJr.rnjil  US  and  3 
ouiiidr  Uie  ConuDcnial  US).  The  audii  will  require  ao  ectlnaied  1 5<3  audii  da7>.  Tki>  puniun  of 
tv  icfoii  »<ll  loquift  cijhi  (K)  months  to  oompiete. 

L««!ly.  TRM  wji  gcnerax  lu  version  of  the  ropvi  to  the  I*ic>i0eiii  iocuu)i(  o:i  uie  i>uag:ur) 
ro))i:Jex*iioi.i  ICA?  will  pcr^ciic  ihc  ispon  focuiiitt  on  operational  and  ufciy  iituis.  The 
issuance  of  ihc  nr\jj  repon  win  r«^ulrc  aU  \d)  week*. 

Thricforc.  ihc  LumpicuLVt  cf  all  of  the  above  ^A\\  icquirc  i>n  Ciiimdisd  etc^cn  (11)  niontk*. 
Bud);cu7  ru^n-mcndauuni  «-ould  be  completed  in  umc  for  inelasion  in  neii  veart  FrJtral 

Budx*;. 
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FEDERAL  AVtAJlOS  MANACEMEST  AVDTT  (COST)  »'  -.3^  3  OF  3 

ANmOPATED  RESULTS 

•  S 1 W  mfllion  In  one-line  capiial  nf ui iun  (ule  and  ckle/lc&tctuck  of  e^t^^ns-: 

•  S 1  SO  million  in  un-|oing  operuinf  Uid{U  itductiont. 

•  Improved  iatcfijtncyue  of  aircnfL 
bnpioved  ufoy. 

•  SignlQcuu«cquUltlon()e««eorpcrci>tK)olDeweqtupnict»(eooflomtc  «nuii3:ji, 

•  Rcitan  American  production  o.'  ttngle-cnginc  high-wiag  •irrnfi    sisn:' — art  lon^-if  rm 
econmilc  Umulus). 

•  Solvft  a  signinctnt  equipment  aim  fur  FBI.  lateria.  Justice  whc  Kj-^;  ui;._iafi  which  ncod 

rc{ilacciBcni  but  no  apprupriato  Ajnancan  inad*  igplaocmem  exitu  (Sec  ^■^cor^'^-t  ib<n-c' 

•  Esiabliah  i  completed  framewoifc  with  which  ICAP  can  coiiinue  c  tt: — \  idr  th:  umr 

infomutiioa  gcnenird  by  tHe  luidil  tm  «  lnn|>.iimn  hitttc  fnrcnntjnaou.'.  -•»■-> T  mtncjtmeni 

of  the  PodenJ  aviauon  afieu. 

AUDIT/REPORT  COSTS 

Overall  com  are  minimized  by  allocatias  existinfi  pcnoiuiel  £roiii  vaiious  aj9ic=ie5  to  iCAP  for 
lie  dunuon  of  the  oudn.  Therctorc,  •  sigvUicant  ptmiun  of  ilic  costs  are  na  x=rencni&]  •  only 
rultoctied  tx  n  clion  per.ott.  Nu  new  permaneni  pe/sonocl  arc  required  k:  :r--  ■-  cu:  the  aadii  and 
cooiplcuon  of  (he  rc{ion. 

ICAT,  whoK  ctnu  cv  •niBiiiuMd  difousli  loonifnad  penofotat.  rdimairCt  cj  -^nz-u  ml 

PubUc  Skuv  Contncior  (V  wJu)  S  ^<.')T 

Audii  Team  Ejpcntea: 

r^r  DieiVLod^mi  "^Ji". 

Car  Rental  *■  "^ 

Airfare  ~«^' 

Total  S!;t:Z 

TRM  etiimttes  lu  com  ai' 

Meihodo<o{)  development.  Data  aAai^-att. 

rina)  ix<)cn  dcvelupmciu  S2.;'.<00 

SoflwtrtdfvcJop-ncni  I6.'05 

Admini)ireu«^  Coppor  ll'h.'no 

Travel  Erpenttt  r^-'nC 

Total  ST'C  5:0 

Esiiinmed  Compjic/  Hara<iaK  i.  Rf  lci/4  Software  (Apple)  s    *>"  •■a 

Esuinued  ToiaJ  Project  Cotu  S^Jr^lT 

Oivfji  thr  dire.1  ecunumii.  rtium  fu"  lUc  ueit  budget  ycai  and  rvcrj-  y-sc  irrmshe*-,  ih;  ssfeiy 
improve mcnti  anui  ipoiod  uij  Uic  ecciioiiiii  .uunulus  gc:ci*ic4  b)  inc  rr.;  3:rr:csaea'i9R»  p^»ide  a 
ictum  on  ifKrciimcni  in  r.iceu  of  60('  10  1. 
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-     TRM,  INCORPORATED 
IIARKV  THOMASON  &  ASSOCIATES.  INCOnTOnATED 

4J3<|  AIRPORT  ROAD 

ClNdKNATl  OHIO  4J22© 

TBJaFAX  KUM^BR  51J-87  J-576t 


TELEPHONE  NUMBER: 

FAX  NXMBBl:  — 

COMPANY: 


aiY  i  STATTJ-. 


NUMBER  Cff  PAGES  INCLUDING  COVER  SHEET:. 


FROM    DARNF.LL  H.  MaRTKNS.  PRESIDEW 


TELEPHONb NUMBER    JO-SH-S^iO 


REMARKS: 


R-r    /WiiNeW.A 


.DAm_J5J£lll2_ 


^1 


•  T«HI<Cltn 


1 


._J 
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trmincorpokated 

HARRV  THOMASON  L  ASSOCIATES,  rsCORPORATFJi 

4}Vi  AIRPORT  ROAD 

CT>CIS^« ATI. OHIO  *i2i6 

THi>AA  NliMBER  513471 -5761 


T.-i  Oo^^     \<e,\\y 

TEliT'HOSE  NU>.fflEX- . 

!  AX  NVMBDI: — 

COSiPAST: 0  ^'^  ft 


cm  *  STATE, 


DATE  5     le 


.\-MBES  DF  PAGES  mCLWISC  CONTJJ  SHEET:. 


FROM    D^R^EU.H.MARTE.^S.PR£SID^^T 


r:._fcPHOVt:  KUV2EX    j:3S71V10 


CGE   882237 


PL^'-AFKS 


"T 


rta^,',fj\\       a.'.       V.     Kr..;       ^      frD<.ttL> 


UJU) 


"fe dc^-) Co^Vg-t       n~tiWa4&le>^p^       .i-k.rX       CoJ\d 


_      W       "■Wvfix-ST.A       ■''t^       H<_     l.^-     g^-rf-'H 


•  ^kM^r  .t»; 


312 


7RM.         IKCOHPOSATtS 
MSM9IIAK=3M 

70:  kucci     LiirssBr 

Kit-    7C  TMt  f?»s:di;.-:,   Sr.   jcviscs 

FROM  DlklO.-Zl.L       KXRTXSS 

F?iS:r£>7,     TP.-.,     IMr. 

ti :  fA>;:j    irt3(:«;    Aire:*?:    K«r.a7hr«.-.-.    Ir.f  crr-^t  icr.    ;ys:tr      Pii-'r: 


cis«;  or.  o-j  <'T/S3  meeiir.;  «•.  your  cliice,  J  «r  zc  ZTrz.'S-.tir.-  ::.»:  tit- 
:rf;:e  ?r  ir*  Jre.'ide-'.  ini'.;*:e  «n  rc>«:«*.icr.4 :  ar :  '. -.'.tr.z^.i.  tjail  c' 
al2    r.rr>-r:  ::^•ry  rcae:al    iiicrtf;. 

T.-.r  ipec;:;c  r.rpise  oi  the  e«i;t  ««;i:  b*  tc:  ))  ;»r>»r«-e  4  crrsistc.-.; 
dccc-r.ljn?  .-*-.'.e;o:'5^  for  FeceraJ  alrcitlt  ar.i  p*:forrt.  ».-.  avii;-.  us.r.j 
thel  T«'.h>3.  »r.o  Tl  flenera'.e  a  reprrt  loi  ihe  rreslSer.i,  using  ;  r.» 
ir.ierrvjvjcr.  ct:a.r.»o.  that  wii:  i.si  specific  re  jcrr^r.da-.  icr.s  leyardir.; 
».;:r«fi    req-.  .i«r'*-.is    ar.;    Ir.t  ciafe.-.cy   j' jlj  lat  1  crj . 

*j  yr.  k.-.i-,  J  y.tvt  air««ay  r«t  xi-.r  and  cs:»'.r,et  vhe  crcperf -.io.-.  cf 
:.awr*.-.i«  S  Osdv.n,  E«e:u-.  Ive  Officei,  :r.i  erarer.ty  Ccirr.:tee  cr. 
Avieticr.  Pt^iiy,  0<ner*J  Se.-v;ct»  Ai.-.ir.i9t.i«'.  icr  ^•.^.in)^  cf  3CA.=  as  the 
■.■5.    C-:verr^*-:  ■  !    J.isr.l    aepd  :  •.men*.  )  . 

T^.e    c;f;ci    cf    •- ie    Pr»»!eer.t    nec^ls    io- 

*'  :s»j»     »-     tucr.-.jv*     Cr3»r     c.T.po'C  x  1  nc     ICAP     tc     ftitcra     tr.t     audit 

T-..?  Irtz-:  :•■■*  Cioc;  j:  simply  provlci.-.?  the  auir.cr;ty  i  c  Cirry  cjt  t-he 
r*r.:5-.t  :rA;  'ar  t.reaOy  lece.vec  ficr  the  CIS  (C.rc.lar  k-:2i).  ICW 
^i«i  :C7^^f«  ar  a^r.tionx)  c^r.poorr  allocatirn  an^  a  rcasor.a^Jp  travel 
t.5r«-.    ft:    •-'»    a-i;-. 

i)  I.-.-.er  .r/.c  a  cc-sultlnj  a^ietocnt  x;if  TP.".,  Ir.;  -  rpora  t  ec  ic:  1)  act 
a;  a  lials:r.  t«t«err  ICX?  ar.d  T.'.e  •'.^iie  House,  2)  develop  the  audJt 
-•-.htialrTy  «<;if.  IZAJ.  ar.a  3)  develop  the  fir.al  recoimienaaviona  ic  i.le 
FresiOcr.i    base;    or    •.  h»    oDtalneC    inf  ortr^-.  ion  . 

;i  0Jscu»3in5  ih.s  -j-.h  Harry  Thorrjsor.  after  our  nweiir.p.  he  r.otcd  ite 
iane  syner(;:>tlc  opp  3/ 1  un  j  I  les  we  diecosseS.  Such  as.  regerie  rai  jng 
-I  jnj:  <?-engjn»  aircraft  producticrt  ir.  Xnerica  ar.o,  with  an  accurate 
opcra-.^o.-.tl  and  flnancla.  baseline,  w«  have  the  cppi-nunity  te  create  a 
lyster    of    1 1  je    mipragcncy    use    of    our    alrcxift    assets. 

7r.;s  prcjeci  Ja;;>  iclidiy  under  the  hfcadjn;  of  re- Invent  ir; 
crv,r:-r<;r.t 

r:Ta}»  *;■.•;»»  cu:  r'.;  siep  (ir.ner  t  ^*r:  sett;.-.;  uf.  a  r.v-:t;-.?  •;tr.  .'oge; 
.".;-. i.-f,.        ;     •.;;     i.»     1-      1,3«     A.-.;ci»?     *'".3    t^rt^v"      >■•'■.  :     a-     it     you: 
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i  1 3  "  !  "^  i  "  i  <  1 C 

rAJcT  S13-8-?  1-j-Jt: 


75:  B?.v:E    LINDSSr 

ai:  FEDERAL    AVIATION   KAKAC£M£.V7    A'JSIT 

rA-E:  4/2S/93 


y.iacr.ci  i!  3jrrr.Ary  oi  th«  propcsed  cutflt  a.nd  reprzt  «lth  izr* 
adi:-.icr;»:  s*i«il.  This  information  •»«•  5er.ejat.ea  ir.  cor.cert 
w;i.-.   ;c*--    cf    Lhe   GSX. 

l:(Pk^9C,  w«  now  have  th«  support  of  the  ~AA  ri;j^-.  Spaniards 
C!5ice  fcr.i^^  has  eeriout  concerns  regarding  t>.»  cp*:ai.icr.a2 
sa!e:y   cf    'p^-ic    aircraft"    (non-tiilltary   r«de;a:    aiiciait)  .  . 

:    have    cr^le:eC    aoB»    research    which    indicates    ar.    a.artingly  ^s^  '^ 
-Ijh   acriiert    ra-.e    fciihin    certain   agencies    ei    t.*.e    gcvern;r«nt    - 
:r.    izzi    cues    a-    accider.t    rate    3    to    4    tirtes    r.i5her    thar.    the 
:-•.-!   aviatio-    fleet    late. 

T.'»  cp<s:ai.crvai  side  of  the  ptepesed  aud^t  we-jli  id«.-.i.:fy  those 
^^e^a    ..-.    •.".;ci    s«f«'.>    could   »e    Ir^roved. 

;    »:_.:   c:*i;  ly    appieciate    the   opportu-iiiy    to   9^-.    together    with    ■ 
y;^    tr.:    ^--.jt:    Jo.^.r.sor.    ic    determine       If    h«    1?    i  r.    ajret-wsni.       If 
s:,    ••    cr.^r    set    a    iij\etatle    fot    the    prefect's    ir.it lat tc.-.. 

Fie*;*    arvise         Thar>»8' 


poiininn 
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FrDEB4l.    AVUTION    MANAGEMENT    AUDIT 

•■.a-osif 

Tt^  irjrr.'  of  ibif  tain  n  b  gznsmc  t  ttpcn  «1ii£b  ^ill 

1    ftvT.uli:?  t  wr.$'j«ni  tccoLSunf  oieiNaaalncy  (qpoxxnaJ  r^  finanru)  >  (cr  r-Ars.  rm'-. 

:   jK-ricrrr.  •.-!  *ui:i  us  jtf  ih«i  mcthodoioo  •  ■'^ 

')  (;;ic-ti£  •  repon  for  ihr  PieudssL  uun;  ifae  ui/ormAUcai  obuuicd.  tin:  will  hsi  spe^i.'i. 
f-    ..  ~.>>''.-  ■>»!  rc(,r^in^-  ujctsJ:  requircmeas  and  iniEra;ex^>  uLlu^uun. 

Krrr.K)I>3L0CY 

T\r  E  \ecuovc  Cnncb  »ouJ(J  empc*er  TRS'..  Incorponted  tD  »trt.  in  eof>c«r.  *■:•-'.  chc  Inimjrnc^ 
C-Tr.utM  Fo:  A\^u^on  PoU-y  OCJJ^i  of  tNc  Ccncnl  Sct\i:o  A^.t.ii5n:icn  vGSA)  lo  gtrmv 
L'T  n^vsi  These  r»o  enuuts.  TRM  ind  ICAP,  have  %-orted  io;ethe-  lo  mai;  &.ii  fTopou!  u> 
Tr.:  'A'hiif  Hnu>e  vui  CACh  hu  tpeciTic  and  f)-Bergmi:  cap^diues  to  inrx'c  Uic  gujirv  anc 
cor-.;  laion  of  the  ajcti  avi  repcn. 

T?^\'  a.-Kf  ICaT  «x^J  J  ()evtlo7<  ibe  audii  and  accouDunf  tDcihodoloo  for  U)f  non-siJioo  fxjaa.' 
«:.'Tr.ift  fleec  Tha  prac£si  »  ould  require  tu  (6)  wecLi. 

iC-v.''  •'Ojld  aJntirusc  th:  actuaJ  aodjt  ^ln^uon  uung  ir^iMduoJs  aDocii*.  to  ICa?  bvn  o(/.cr 
x;:*:ic>  wt  on;  fru.T  pnvMr  iMuar)    A  U^e^ojoatja  audi:  team  u  envisioned  re^uinr^ 

Teani  Coofdjruior  Sourtr-CSA/ICAP 

On^-^n.  :no'<li.-^ei  ar^  jdrziyjurs  iMe  Federal  Aviacon  t^cnafemtrj  A^: 

."iAfc.vaJ  Coasuliaa:  Soirae  TRM 

Bui;r.  ifli  A^coaiong  Ar^)C  Sourot-GSA  or  OMB 

Prv>: ;p!r  Opeaooru  Ifvipoaor  Source-FAA 

Xr.v»j  and  ar.xyi.ej  ofency  opr'aao\i  mo'iMaU  and  lysirmj 

Prm::plr  Vlir-:irur>cc  bxjpcccor  Sowce-FAA 

Revxt^j  anj ar^fiej  afcvy  ir^iraerjinee  msnualt  and  jyxtam. 

Th;rt  art  preimOy  66  »<Jecj«;  audji  »j*.«  (17  uj  Waahinpoo.  46  in  tV  Conuner.uJ  US  aod  3 
oj:  ide  Uie  ConuncniAJ  US)  Tbc  tudii  »nll  rtqoirc  as  rmmagd  156  audji  di>i  Thu  poruon  of 
lAe  refwi  »0]  reqiurt  CiftM  ^8)  rsontbv  to  complete. 

La  uy.  TRM  » ill  generaif  lu  »fcaion  of  the  report  to  the  PrcsadcAt  focuswf  on  tbe  budfeiv)' 
ccr ii^er»ooiu  ICaP  »ili  gtnenxt  ihe  report  focusir)£  on  operauonaJ  inA  uJet)  usuet.  The 
us  .!/)ce  of  thr  f  iruJ  rrpon  <»-iL  require  tu  {6)  «-eeLl. 

T>.:f:forL  L'lc  r  >npl:uo>-  o'  all  eJ  the  3N>«(  •'iH  rcqure  art  euinuicd  ele«-fr  (U)  oinnihi. 
Hlj;:cu;>  iv\.on.mfn^uorn  uuuld  bf  cor.ipl:ied  m  unt  for  inclusiun  in  r.tii  \ejij  FcVra' 
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ft:uEii*L  AvuTios  uA\JiGttfF.sT  AVDiT  (COUTi  r.<or  :  or  : 

ASliai-ATTJ?  RESLn.TS 

•  5 1  JO  rJlioo  m  oo<-an<t  ter"i'  mfuMon  («»k  tn.'.  ule/loifhaci  e<  eq-jipner.: 
S I. V  m.'llior  is  Of>-pu>j  0(301011  bodfei  red>»:oonj 

SipiScim  »a)uuiooo  Oejsc  »  puTthiK)  of  «>c»  «qvBr"<eni  (•oooomc  Bunului) 

•  Re^un  AjnvKAn  producuoti  </  •intle-cntiM  hi(h-wui|  wnxifi  (tiftuficMi  lo-.|  ior> 
ectnomr  nnuJui). 

Solve  •  figniQcBii  eq'jiptnfiit  chnj  /or  FBI.  loBrior,  Josvcc  »he  !>»»t  tmnil  »hjch  ntrc 
rcT'acf.ticTK  bui  no in"r^«"uic  Amencin- nude  irp!«:an«m  euJU  (Joe  6o(-p7ini iboc) 
FjuMifh  •  complued  fr»rar»Oft  »nh  »hich  ICAP  C»n  conunuc  tt>  pnjvidt  tjit  umr 
in/mnsaon  fcneiiB^  t^  ihf  »ndii  on  »  Icngtom  hois  (o»  ca>a»i»j.  oafan;  miruftmeni 
of  IV  Fcdrrz;  fvuuoc  bko 

Aia)n-^EPORT  COSTS 

Cvcnll  rati>  irt  imninuiKl  b>  »Jkrannj  uuan{  penotmel  frrm  \tnoui  tjucia  lo  ICaT  foi 
Uif  oiiri;joc  of  lS*  tudji  Tbercfort.  a  (ifnificajil  ponlOD  of  Ux  c«U  ut  noi  incrtmenBl  •  m.]^ 
rtlkxarf  for  c  itxtn  pcnod  No  i>r»  pomtneni  penameJ  «re  rtqut-ei  D  trr)  ox  ths  taii:  in£ 
c  xrpltaor.  of  tf«  repon. 

ICAT.  u-hou  oofu  rr  rainjmurf  Omif))  rasiignti  penomeL  esonuBi  ns  cons  v. 

rubb:  StCTC  Contmrui  {V  »t«Ju)  S  65.000 

AuJii  Tpim  Exprrao. 

Po  r>»n,'_oJpn4  56250 

C«  Reno.'  '.'"O 

Tou;  J19E.520 

Mnhouolo(>  4f •tIot-tkt;.  Dwj  inaJjni. 

So(r«  jrr  *-vtJcHjmar  16.000 

Admi/nsT»L:»T  Suf^or  16.000 

TrjvtJ  ErpoiKS  ?J-0O? 

Toul  $:70.SOO 

'.vrnMiri  ComiMitr  Hjrtf »/»rT  A  Brliifil  Soh»«t  (Apple)  S   ^0  OOP 

isumjiri  Tou)  Prolan  Com  V«W.020 


Oivoi  ihc  drui  cxnnonu;  rcuim  Ic  tne  n:ii  budtu  Jf  ">-  '^en  >'V  Iherufm.  Iht  uf(i7 
jnpTDVTmcnn  mDapiuii  v^  i^k  coononiic  nimahii  gcnemed  b>  Uk  rtctrnmendiuont  prnnde  ( 
-CQini  91  wenmcni  ir.  uczb  o'  (<00  d  1 
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OFFICE  OF  MANAGEMENT  AND  BUDGET 


FAX  COVER  SHEET 


NUMBER  OF  PAGES:       1^  DATE:     ^/<hil> 


TO: 


/ja-^^   I^aj-J' 


AGENCY  &  ROOM  NO:         ^H 


OFFICE  NO: ^  ^^ 


^f' 


TELEFAX  NO:  'Z-'i&O 


FROM: 

li^ 

AGENCY: 

^Me> 

OFFICE  NO: 

^loL 

TELEFAX  NO: 

^63  s"" 
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TO:  KARRY    THOMPSON  ^^  ^^^   ^SESXtfJ?    HAS  SE£\ 

Cnairnan.    TPr..    Inc. 

rsa". :  DAW.XLJ.    KAKTE.S  .  •'     ' 

Fresident.    TW..    Ir.c.  ' 

v..  <; 

RE:       WHITE  HOUSE  IHVnJTORY  OF  THE  FEDCRAl.  XIRCRAFT  rLETT  , 

CATE:     2/11/93  .,      /-, 

^ e'ft-.'-  tl/_»^ 

On  1/29/93,  J  seac  you  and  Dee  Dee  Kyers  a  meino  In  which  J  seated  chac, 
based  on  the  Admlnlscraclon's  directive  Co  coaaider  cutbacks  wherever 
(eaalble,  TRH  should  solicit  a  conaulcing  project  from  the  White  House 
of  the  followiog  description: 

'Review  all  non-military  oovemnient  aircraft  to  determine  financial  and 
operational  appropriateness.* 

Yesterday  morning  on  CNN-Live,  the  President  stated  in  a  cabinet  meeting 
that  his  BtafI  has  informed  hioi  that  there  are  savings  to  be  had  in  a 
review  of  all  govemnent  aircraft  and  chat  an  inventory  of  those 
aircraft  will  be  made. 

This  inventory  MUST  by  adfliioistered  by  aomcone  who  knows  aircraft  as 
well  as  operational  and  capital  budgets. I  propose  a  plane-by-plane 
inventory  of  the  1,874  aircraft  in  the  Federal  fleet.  we  tn>uld,  with 
cooperation  by  the  GAO  i  CKB,  list  each  aircraft's:  agency  user, 
purpose,  current  value,  operating  budget,  mission  appropriateness, 
utilization,  alternative  aircraft  (if  any),  operating  budget  effects  <of 
changes,  if  any)  and  miscellaneous  comments. 

SQMMARY  OF  THE  FEBERAL  AIRCRATT  FLEET 

Large  Connercial  Jets  26 

Large  Business  Jets  23 

Kediujn  Business  Jets  41 

Small  Business  Jets  150 

Turboprop  600 

PistonlTjl  t  lengine  190 

Piston  Single  engine  406 

Helicopters  383 

Kilitary  type  Jets  ^K 

TOTAL  1B'»4 

*<e've  demonstrated  our  capaCilities  to  the  President  by  coordinating  all 
oircratt  activities  !or  The  Clinton  For  President  Conmictee,  The 
c;;nton/Gore  '92  Conmttee  and  tne  Clinton/Gore  Transition  Tean.  Now  we 
r.3ve  an  opportunity  tc  ma*e  a  substantive  contribution  to  the  deficit 
reouction  plans.  we  car.  deliver  a  practical,  useful  tool  to  both  reduce 
costs  and  improve  a;rcr3!-.  utilization. 

varry,  I  can  staie  wj-.nout  qualification.  that  TTW  is  uniquely 
c-alified  to  conovc;  tE.s  study  This  is  tne  project  for  which  I  have 
;ra:neQ  for  19  yeirs  krctv  the  aircraft-  I  understand  the  budgets. 
f'jt  me  in  front  c!  tne  r:cr.-.  person  at  the  White  House  and  I  will  prove 
;.".e  voiue  cf  both  tne  jrc-ec;  anc  Thomason's  capabilities. 
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EXECUTIVE  OFFICE  OF  THE  PnCSOENI 

Ct-tCt   C   MAOIAGI  M'  Ml    an:'' Hi  ".■>."■•    • 

.:.■.■■■   ..  .u  ■.  ;  :    . 


May 


199? 


MEMORANDUM  FOR  FRANK  REEDER 


THROUGH: 


David  Haun 


Jack  Kelly 


Follow-up  W»  Proposed  Aircraft  Consulting  Project 
Referred  by  the  White  House 


Purpose 


This  Diemoranduin  describes  the  actions  we  have  taken  to 
follow  up  on  the  attached  memorandum,  which  proposes  a  consulting 
contract  to  review  the  Federal  aircraft  fleet. 

Discussion 

In  the  memo  to  Harry  Thomason,  Chairman  of  TRN,  Inc.  (an 
aircraft  management  consulting  firm) ,  Mr.  Darnell  Martens, 
President:  of  TRH,  recommends  that  TRM  solicit  a  consulting 
contract  to  review  the  Federal  aircraft  fleet.   I  spoke  with  Mr. 
Martens,  who  indicated  that  he  has  also  been  in  contact  with 
Bruce  Lindsey  at  the  White  House  and  that  Mr.  Lindsey  is 
forwarding  his  proposal  to  the  Vice  President's  staff  for 
considerc tion  in  the  NPR. 


Mr.  Martens  is  a  former  Booz  Allen  consultant,  who 
specialized  in  the  aircraft  industry,  subsequently  started  his 
own  helicopter  services  company,  and  later  worked  for  Executive 
Jet,  a  large  company  providing  a  range  of  aircraft  and  aircraft 
managemer t  to  corporate  clients.   TRM,  Inc.  is  a  company  that  Mr. 
Martens  formed  uitn  Harry  Thomason  to  provide  consulting  services 
to  corporate  CEOs  on  ways  to  improve  the  management  of  their 
aircraft  programs.   TRM  also  coordinated  the  aircraft  support  for 
the  Clinton/Gore  Campaign  and  the  Transition. 

Martens  has  met  with  the  aircraft  policy  staff  at  GSA 
eviewed  the  audit  guide  prepared  by  the  GSA  Inspector 
or  use  in  the  PCIE  aircraft  review  now  underway.   He  is 
liar  with  our  efforts  to  improve  aircraft  management, 
s  we  are  maKinc  significant  progress.   There  is  one 
ever,  to  which  he  does  not  believe  we  have  paid 
t  attention  and  where  he  would  like  to  offer  assistance. 
like  a  contract  to  analyze  the  aircraft  in  the  Federal 

Identify  those  aircraft,  that  are  inappropriate  for  the 
for  which  they  are  currently  used.   Mr.  Martens  believes 
Federal  government  can  realize  significant  savings  by 
oio.  fuel  ine.'ficient,  high  maintenance  cost  aircraft 
-03err.  airc.'jf-.  better  suited  to  their  assigned  missions, 


Mr. 
and  has  r 
General  f 
very  famj 
and  think 
area,  hov 
suf  f icier 
He  would 
fleet  and 
missions 
that  the 
replacinc 
v.'it.'".  more 
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I  agreed  wi-th  Mr.  Kartcnr'  obrcrvntion  ttint  the  PCIE  review 
IS  not  addrcssinn  the  ccnccrr.   h<-  rrjircr.   1  orlnincd  thnt  this 
issue  was  iower  in  priority  thzr.   tlic  other  ifi-cr  \:c  i  "iressed 

by  the  PCIE,  such  as  getting  an  accurate  count  of  j::^.-u_     ■d 
identifying  their  costs.   I  suggested  two  potential  opportun^t  as 
for  the  assistance  he  offers.   First,  he  could  make  a  proposal  to 
the  Interagency  Committee  on  Aircraft  Policy  (ICAP) .   The  GSA 
aircraft  policy  office  within  the  GSA  Federal  Supply  Service 
(FSS)  provides  staff  support  to  the  ICAP  and  manages  contracts 
for  various  ICAP  initiatives.   If  FSS  is  willing  to  provide  funds 
for  the  contract  proposed  by  Mr.  Martens,  or  can  convince  the 
other  ICAP  members  to  contribute,  funds  could  be  made  available 
for  that  purpose.   Second,  he  could  approach  an  agency  that 
wanted  to  replace  some  old  aircraft  and  offer  his  services  in 
preparing  the  justification  to  support  the  agency's  budget 
request  for  that  purpose.   In  either  case,  however,  the  contract 
may  have  to  be  awarded  competitively  and  be  subject  to  the  normal 
procurement  process. 

Next  Steps 

I  asked  Mr.  Martens  if  he  would  share  with  us  a  copy  of  the 
detailed  proposals  provided  to  Bruce  Lindsey  and  he  promised  to 
send  them  to  me.   I  have  also  contacted  the  GSA  aircraft  policy 
staff  and  they  support  the  idea  of  having  Mr.  Martens  make  a 
presentation  to  the  ICAP  on  the  benefits  of  having  agencies 
examine  the  payback  potential  from  replacing  their  older,  less 
efficient  aircraft.   Such  a  presentation  would  demonstrate  the 
techniques  needed  to  perform  such  analyses  and  indicate  the 
magnitude  of  the  potential  benefits.   If  sufficient  benefits  are 
demonstrated,  individual  agencies  or  the  ICAP  as  a  whole  might 
decide  to  pursue  the  matter  with  Mr.  Martens. 

A/. 

►      Unless  you  object,  I  will  suggest  to  GSA  that  they  contact 
(  Mr.  Martens  to  see  if  he  would  be  willing  to  make  such  a 
1  presentation. 

Attachment 

cc:   Hermann  Habermann 
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TC:  HARj^y  r•o^{AsoN  ^^^  f^RcS.CcNT  HAS  Str\ 

C:-.oi:mar. ,    TTtM.     Ir.c. 

FKOy.:  DAKJ.TLL   ^y<KTOJS 

President,  TRM.  Inc. 

RE:       WHITE  HOUSE  INVEKTORY  OF  THE  FEDERAL  AIRCRAFT  FLEET 

DATE:     2/11/93 

On  1/29/93,  I  eeuc  you  and  Dee  Dee  Myers  a  memo  in  whicb  I  stated  that, 
based  on  the  Administration's  directive  to  cooaider  cutbacks  wherever 
feasible,  TRM  should  solicit  a  consulting  project  from  the  white  House 
of  the  following  description: 

"Revi'sw  all  non-military  government  aircraft  to  determine  financial  and 
operational  appropriateness.* 

Yesterday  morning  on  CNN-Live,  the  President  stated  in  a  cabinet  meeting 
that  his  staff  has  infomed  him  that  there  are  savings  to  be  had  in  a 
revlet/  of  all  government  aircraft  and  that  an  inventory  of  those 
aircraft  will  be  made. 

This  inventory  MUST  by  administered  by  someone  who  knows  aircraft  as 
well  as  operational  and  capital  budgets. I  proi)ose  a  plane-by-plane 
inventory  of  the  1,874  aircraft  in  the  Federal  fleet.  we  would,  with 
cooperation  by  the  GAO  &  CMB.  list  each  aircraft's:  agency  user, 
punxse,  current  value,  operating  budget,  mission  appropriateness, 
utilization,  alternative  aircraft  (if  any),  operating  budget  effects  (of 
chances,  if  any)  and   miscellaneous  comments. 

SDMMTUIY    OF   THE    FE23ERAL   AIRC3UIFT   FLEET 

Large   Commercial   Jets  26 

Large   Business   Jets  22 

Mediuin   Business   Jets  41 

Small    Business   Jets  150 

Turboprop  600 

Piscon-Kult lengine  190 

Piston  - Singl e   engine  406 

Helicopters  383 

Ml  1 1 tary • type  Jets  ^fi 

TOTAl,  1 87  4 

we'v?  Jemc  nstrated  ou:  capaDi  1 1 1  les  to  the  President  by  coordinating  all 
dirCi  t  activities  for  The  Clinton  For  President  Committee,  The 
Cl:r.::i/Ccre  ■?!  Conr;ttee  ana  the  Clinton/Gore  Transition  Team.  Now  we 
rvave  an  on>ortunitv  tc  mane  a  substantive  contribution  to  the  deficit 
reourtion  plans.  we  can  oei;ver  a  practical,  useful  tool  to  both  reduce 
costs  ano  irrprove  a;rcra!'.  ut;lization. 

•-arry.  :  cari  state.  witnout  qualification.  that  TRM  is  uniquely 
cialifieo  tc  conduc:  tnis  study  This  is  the  project  for  which  I  have 
::a..-.ec  tzr  i^  years  n..no>.-  tr.e  aircraft- -I  understand  the  budgets, 
r-ji  -e  .n  izor.t  cf  t.-.e-  :;(;:-.-.  person  at  the  White  House  and  1  will  prove 
•re  va:ue  )f  octr.  :ne  prc;ec:  ana  Thomason's  capabilities. 
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EXECUTIVE  orncE  or  the  president 

OrriCE  OF  MAfMCEMENT  AND  BUDGET 


ROUTE  SLIP 


TO:   (1)  David  Bauo 


(2)  Hermann  Babermann 


(3)  Frank  Reeder 


FROM:  Jack  Kelly  /■ 


Take  necessary  action 

Approval  signature 

Comment 

Prepare  reply 

Discuss  vitb  me 

For  your  information 

see  remarks  below 


D 
D 
D 
D 
D 


fixX- 


DATE: 


May  7,  1993 


REMARr.S 


L' 


Attac^led  is  some  material  I  received  from  Darnell  Martens  which 
provided  more  detail  on  the  audit  he  is  proposing  of  the  Federal 
civilian  aircraft  fleet  ($499,000).   This  is  the  material  he  has 
provided  to  Bruce  Lindsey.   I  received  it  after  I  sent  the 
relati'd  "follow-up"  memo  forward. 
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TRW,  INCORPORATED 
HARRY  THOMASON  L  ASSOCIATES,  INCORPORATED 

4  J36  AIRPORT  ROAD 

CINCINNATI.  OHIO  45226 

TELEFAX  NUMBER  5I3-«71-3761 


TO:  "Sac  V:      l<e.\V DATC:        S  I  (e> 

TCliPHONE  NUMBER;^ 

FAX  NUK4BER: — 

COMPANY: O/^.k 


CrrV  A  STATE:. 


NUMBER  OF  PAGES  INCLUDING  COVER  SHEET:. 


FROM;    DARNELL  H.  MARTENS.  PRESIDEJn" 

TELEPHONE  NUMBER;  513-871-5410 

R£V.ARKS 

''«ao»:^V Q-o       W.     V\n. .- ^      froi-^tr} 
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333 


TR»C,         IKCOUPCRATrO 
MIMOR&WDOK 

CINCINNATI:  5 1 S-BT 1  - S< J  0  LOS    ASof^ES  e;f-906-i..: 

FAX    671-5761  FAX    S0b-i607 

TO  :  BROCK      X.2XX>8XY 

XSST.  TO  THE  fVZSlDt^^    SR.  ADVISOR 
THE  HHZTZ  HOUSE 

rROK:  DaJtKSZ.L      MAKTUTS 

PRESIDENT,    TRM,    INC. 

RE:        FAMIS  (r«decal  Aircraft  KanagotMnt  Information  Syacooi)  R£POKT 

DATE:      4/12/93 

Based  on  ouz  4/7/93  meeting  at  your  office,  I  am  recorasending  that  the 
Office  of  the  President  initiate  an  operational  and  financial  audit  of 
all  non-irilitary  Federal  aircraft. 

The  specific  purpose  of  the  audit  will  be  to:  1)  generate  a  consistent 
accounting  methodology  for  Federal  aircraft  and  pecfosn  an  audit  using 
that  method,  and  2)  generate  a  report  for  the  President,  using  the 
infoznation  obtained,  that  will  list  specific  reconsnendaticns  regarding 
aircraft  requirements  and  interagency  utilization. 


As  you  know,  I  have  already  met  with  and  obtained  the  cooperation  of 
Lawrence  B.  Godwin,  Executive  Officer,  Interagency  Committee  on 
Aviation  Policy,  General  Services  Administration  (think  of  ICAP  as  the 
V.S.   Government's  flight  department). 

The  Office  of  the  President  needs  to: 

A)  las-jc  an  Executive  Order  empowering  ZCAP  to  perform  the  audit. 
This  Executive  Order  ie  ainply  providing  the  authority  to  carry  out  the 
mandate  ICAP  has  already  received  from  the  OMS  (Circular  A-126) .  ICAP 
will  require  ^n  additional  manpower  allocation  and  a  reasonable  travel 
budget,  for  th*  audit. 

d)  Enter  into  a  consulting  agreement  with  TRK,  Incorporated  to:  1}  act 
as  a  liaison  between  ICAP  and  The  White  House,  2)  develop  the  audit 
methodology  with  ICAP,  and  3)  develop  the  final  recomoendations  to  the 
President  based  on  the  obtained  information. 

In  dlscussinc;  th^s  with  Harry  Thomason  aftar  our  meeting,  he  noted  t^.e 
sane  synergistic  opportunities  we  dlecuased.  Such  as,  regenerating 
single-engine  aircratt  production  in  America  and,  with  an  accurate 
operatior.41  and  financial  baseline.,  we  have  the  opportunity  to  create  a 
system  oi    troe  interage.Tcy  use  of  our  aircraft  assets. 

This  project  lalls  solidly  under  the  heading  of  re-inventing 
g?vernjr«r.t  . 

Please  idvise  ou:  ne  x\  step  (other  than  setting  up  a  meeting  with  P.oger 
Jchnscri  .  :  » .  1  ".  tx-  In  Los  Angeles  </i3  throug.n  «/21.  I  ar.  at  your 
Csposd  1 
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TRW,        IKCORPOHATir 
FAX:    513-87    1-5761 


TO:  BRUCr  LINDSKY 

mOK:  DAKKCLL  MARTENS 

R£:  rCDERJU.  AVIATION  MANAGEMENT  AUDZT 

OATCi  4/29/99 


Attached  is  sunsury  of  the  proposed  audit  and  report  with  some 
additional  detail.  This  inferBiacion  was  generated  in  concert 
with  ZCAP  of  the  GSA. 

Likewise,  we  now  have  the  support  of  the  FAA  Flight  Standards 
Office  which  has  serious  concerns  regarding  the  operational 
safety  of  'public  aircraft'  (non-«illtary  Federal  aircraft)  . 

I  have  coapleted  soaw  research  which  indicates  an  alarmingly  >4r 
nigh  accident  rate  within  certain  agencies  of  the  government  - 
in  soske  cases  an  accident  rate  3  to  4  tines  higher  than  the 
civil  aviation  fleet  rate. 

The  operational  side  of  the  proposed  audit  would  identify  those 
areas  in  wnich  s«f«cy  could  be  iaproved. 

I  would  oreacly  appreciate  the  opportunity  to  get  together  with 
you  and  Roger  Johnson  to  determine  if  he  is  in  agreejaent .  If 
BO,  we  could  set  a  timetable  for  the  project's  initiation. 


f 


Pleese    advise. 


rhanks ' 


flfJfBlffllB 
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FEDERAL    AVIATION    MANAGEMENT   AUDIT 

TtK  Interu  of  this  audit  is  to  genente  a  repan  which  wUl: 

1)  fannulaie  a  consisieis  ttxoaoting  mrtwrtntogy  (openiiaosl  and  fimtHil)  for  FederaJ  alrcrBA. 

2)  perform  an  audit  wing  ihat  DodMdology.  and 

3)  generaie  a  repon  fv  the  Presidcot.  iiaiog  the  Itifonttadon  obtained,  that  will  list  spocific 
itconunei^aaoos  icyanling  atnsaft  lequirecneos  aod  imangency  ocUizaUiarL 

METHODOLOGY 

The  Executive  Branch  would  empower  TRM.  Inootpotaied  to  wort:  io  conceit  «-iTh  ttte  Intcngency 
Commiaee  For  Aviation  Policy  (ICAP)  of  ibc  Geoeral  Services  AdnuAistration  (GS A)  to  gensnie 
the  report.  These  two  eoxiiies.  TRM  and  ICAP,  have  wtxfced  togetbe.*  to  make  this  proposal  to 
The  While  House  and  each  has  tpedfic  aod  lynergisiic  capabilities  to  tniurc  the  quality  and 
conpletion  of  the  audit  aid  rcporL 

TRM  sod  ICAP  %-ould  develop  the  audit  and  ''^■■^■"'hg  mcifaodotogy  for  the  tton-miliiary  FedenJ 
aircra/l  fleet.  This  process  would  require  six  (6)  weeki. 

ICAP  would  administer  the  actual  aodit  function  using  individuab  allocaied  to  ICAP  from  other 
agencies  aod  oite  frooa  privas:  indusry.  A  five-aonber  audit  lesn  is  envisioned  requiiing: 

•      Team  Coordinaior  Sauro&OSA/ICAP 

Organiiu.  coordinaus  and  jdnvtistrrs  dte  Federal  Avimen  tdanaganeri  Audit. 

Financial  Coosulunr  Souoe-TRM 

Rfvirws  and  onatytcs  agency /uiandaJ  strategies  including  aircrefi  acquisidtm..  itpiacanent  and 

Budget  ind  Af-rmnnng  An&tyc  Souice^SA  or  OMB 

Rnnewi  v)d  anaJyzes  agcATy  avumon  operatonal  budget  and  accounting  data. 

Pnnaplf  Opazjooas  Inspoocr  Sow»-PAA 

Xf  MTwj  and  anaiyicj  agcnry  oprraaoHj  manttaJs  and  sysians 

Prmapk  Maimsnancc  lAspcctor  Soorcft-FAA 

Rt  Views  and  analyics  agency  rnaiAienance  msnuoLi  and  lysian:. 

There  arc  presctiiJy  66  jeJoo^d  audn  Dia  (17  ui  Waahingtoo,  44>  in  t/«  ContmcnuJ  US  and  3 
ou'.5ide  (he  ConoocnuJ  US)  Tbc  atklrt  violl  rT<)aire  as  esomaxed  1S6  audit  days.  Ttut  partuxi  of 
if«  rrpon  »aU  rrqmre  cigbi  (i)  rnooCis  to  coarpiae. 

L&sUy.  TRM  •'til  ge/ieme  is  version  of  ihe  rcpon  to  the  PresidcAi  focusing  on  the  budgetary 
consuleraoou  ICAP  »-UJ  generate  the  repon  focusing  on  opcrattonal  and  safery  issues.  The 
iMinnzc  of  ihf  final  rqxan  w\LJ  require  sn  (6)  v-eeks. 

Therefore.  Lhe  coraplcuoc  o'  all  of  itie  stove  wiU  rwjuirc  an  csumaied  eleven  (11)  tnonths. 
Bufljifuo  r=coD".ni:na£ao'i'  O'OuJo  br  ccnrpltied  in  tune  for  incluaon  u  ncxi  yea/s  Federal 
Burtgn 
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FEDERAL  AVIATIOS  UASACEUEST  AUDTT  (CONT)  rACE  7  OF  3 

ANTICIPATED  RESL'LTS 

•  $ISOniiIlioolnooe-llinecj^tallnfutiaa(taicandulc/lcuefaackof  equipinenO 
$150  milijoo  la  on-(oins  oporating  badcct  reducoocu. 

•  Improvediiacngcncy  UBCofaocraA. 

•  Impnved  aifeiy. 

Sipiificun  ^iiuultioo  Oease  or  porchue)  of  new  eqidpmeoi  (euuootnc  mmulus). 

Rectirt  Amehcan  prodocdon  of  satle<«nguB«  hlgh-winf  aljCTsfi  (upUficut  long-tenn 

economic  (omulus). 

•  SoNe  a  lifnificni  oqulpoieat  diss  far  FBI.  Interior,  Janice  who  havt  tircnft  which  need 
replacement  but  no  a;jiwopriite  Amaicuv-nade  icjdaoanein  tusn  (5«  Ax-pcnni  ibove). 

•  EsubUsh  a  coinpleifid  fnmewiak  with  which  ICAP  caa  continue  to  provide  the  umc 
infonnatioQ  genened  by  the  aodit  od  a  long-ienn  basis  for  eomiauoiu.  oo-foing  manafunent 
of  (be  Feden]  aviaiioo  i 


AUDIT/REPORT  COSTS 

Ovenll  cost*  are  niaimized  by  allocaaas  existing  penormel  from  variocu  agencies  to  ICAP  for 
(he  dimboo  of  the  audiL  Tboefore.  a  sisnificani  partloa  of  the  costs  are  not  inoenental  -  only 
reallocated  for  a  sbon  period.  No  new  pomanent  personnel  are  teqiiired  to  carry  out  the  audit  and 
completioo  of  the  teport 

ICAP.  m-hose  coca  are  ninimized  throosfa  lessicned  percoond.  estinutes  iu  ooas  at: 

Public  Sector  CDnnaor  (34  weeks)  S  65.000 

Audit  Team  Expenaec 

Pe  Dien^/LodgiBg  S6JS0 

Car  Renal  4.T70 

AHk  •»  V^ 

Total  S  198^20 

TRM  eoiinaieB  io  coss  bl 

Ktahodak}g>  develo^Tmeni.  Dca  analysis, 

Pmal  repon  drvclopoioB  $214,500 

Sohwarc  devdoptaeaH  16.000 

AdnunmrKJve  Support  16.000 

Tr»vd  ExpeaiM  24.009 

Total  $270300 

F<innai£dCan>pui£r  HjTChvBrc  A  Rfiaied  Soft wvc  (Apple)  $   30.000 

F  stimaiod  TottJ  Projca  Cons  $499 jWO 

Givoj  ihc  dr-xci  ecoocroj:  rttum  iv  liie  next  budget  year  and  ever>-  year  ilyjcaftcT.  the  safety 
improvcreenia  anoapattrd  k^H  the  ecotvxtuc  stimohu  genented  by  the  rocoremendaQoni  provide  a 
rcoim  00  invcnrn&ni  ir  cjlcu&  of  600  id  1 
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EXECUTIVE    OFFICE    OF    THE    PRESIDENT 

crncE  or  management  a'.-d  dl'Dgct 

ROUTE  SLIP 


TO:   (1)  David  Baun 


(2)  Heroans  Babermann 


(3)  Frank  Reeder 


FROM:   Jack  Kelly  /' 


Take  necessary  action 

Approval  signature 

Comment 

Prepare  reply 

Discuss  vlth  me 

For  your  information 

See  remarks  below 


•^xX 


DATE: 


May  7,  1993 


remark;: 


U' 


n 
n 
n 

D 

n 


n 


Attach(!d  is  some  material  I  received  from  Darnell  Martens  which 
provid<;d  more  detail  on  the  audit  he  is  proposing  of  the  Federal 
civilian  aircraft  fleet  ($499,000).   This  is  the  material  he  has 
providtd  to  Bruce  Lindsey.   I  received  it  after  I  sent  the 
related  "follow-up"  memo  forward. 


c 


^-^    F^^ 


0^  >' 


-c/  ' 
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TRN'*,  INCORPORATED 
HARRY  THONIASON  A.  ASSOCIATES,  INCORPORATED 

4336  AIRPORT  ROAD 

ONClNNA'n.OHIO  4Sn6 

TELEFAX  NUMBER  513^10761 


TO  "Sac  y      Ke,\V DATE:         s]k> 

TELEPHONE  NUMBER; 


FAX  NUMBER: 


COMPANY: Qf^h 


cm  A  STATE:. 


NUMBER  OF  PAGES  INCLUDING  COVER  SHEET:. 


FROM    DARNELL  H.  MARTENS,  PRESIDENT 


TELEPHaNE  NUMBEJt   513-871-5410 


REMARKS  CGE    002317 
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TRM.  IKCOKrORJLTrD 

C:kCINNAH:  Sl3-e7X-i4iO  U)S   ANGtLES:  816-906-5600 

FAX    871-5761  TKK    906-5807 

TO:  BROCI     i.imBMr 

ASST.    TO   THE   PR£SXDKNT,    SR.    ADVISOR 
THE   WHITE    HOUSE 

rROM:  DAKNSLL       MAJITSHS 

PRESIDENT,    TRM,     INC. 

RE:  FAMIS    (Federal   Aircraft   Manageoient    Information   Syateoi)    REPORT 

DATE:  4/12/93 


Based  on  our  4/7/93  meeting  at  your  office,  I  an  reconssending  that  t'ne 
Office  of  the  President  initiate  an  operational  and  financial  audit  of 
all   non*iEilltary  Federal   aircraft. 

The  specific  purpose  of  the  audit  will  be  to:  1)  generate  a  consistent 
accounting  methodology  for  Federal  aircraft  and  perform  an  audit  usin? 
that  method,  and  2)  generate  a  report  for  the  President,  using  the 
information  obtained,  that  will  liat  specific  recoimendations  regarding 
aircraft    requirements   and   interagency  utilization. 

As  you  know,  I  have  already  met  with  and  obtained  the  cooperation  of 
Lawrence  B.  Godwin,  Executive  Officer,  Interagency  Connnittee  on 
Aviation  Policy,  General  Services  Administration  (think  of  ICAP  as  the 
U.S.    Government's    flight    departmsnt)  . 

The  Office   of   the    President    needs    to: 

A)  I»3ue  an  Executive  Order  espOwezino  ICAP  to  perform  the  audix . 
This  Executive  Order  ie  simply  providing  the  autnority  to  carry  out  the 
nandate  ICAP  has  already  received  froir.  the  OMS  .  (Circular  A-126)  .  ICAP 
vill  require  an  additional  manpower  allocation  and  a  reasonable  travel 
budge*,    for    the   audit . 

B)  Enter  into  a  consulting  agreement  with  TRM,  Incorporated  to:  1)  act 
a;  a  liaison  between  ICXP  and  The  White  House,  2)  develop  the  audit 
methodology  with  ICXP,  and  3)  develop  the  final  recommendations  to  the 
Presider.t    baeec   on    tfie    oDtained    inf onr.ation . 

Ii  discussing  tn.9  -ith  Harry  Thomasor.  after  our  meeting,  he  noted  th^ 
same  syneroistic  opportunities  we  discussed.  Such  a^,  regeneralir.c 
Single-engine  aiiciait  production  ir  America  and,  with  an  accurate 
opcrat  lO.-.a  J  anc  financial  baseline,  wf  have  the  opportunity  to  create  c 
syster.   cf    true    inierage.Tcy    use    of    our    alrciift    assets. 

't.:s  pzojBz:  !a;is  solidly  under  the  heading  of  re-lnventirc 
g:?v*rrui*e.':t 

Please    ioviif    c;    m- xi     step    (other    thar;    setti.TO    up    a    meeting    witn   .^.oge 
J>.-.r,;r-  .     w..;     n*     :  -     Uo;     Ar.oeies     <':3    t.lrcja:;     4/::.        I     a~'    «-    V^ -> 
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TRK.    IKCORPORATID 

513-B71-5410 
TAX:  513-87  1-5761 


TO:  BRUCE  LZNDSEY 

mOM:  DARKELL  MARTENS 

RE:  FEDERAL  AVIATION  MANAGEMENT  AUDIT 

DATE  I  4/29/93 


Attached  is  summary  of  the  proposed  audit  and  report  with  some 
additional  detail.  This  inferauition  was  generated  in  concert 
with  ICAP  of  the  GSA. 

Likewise,  w«  now  have  the  support  of  the  FAA  Flight  Standards 
Office  which  has  serious  concerns  regarding  the  operational 
safety  of  'public  aircraft*  (non-«ilitary  Federal  aircraft) . 

I  have  coopletcd  sosa  research  which  indicates  an  aiamingiy  ^C" 
high  accident  rate  wxthin  certain  agencies  of  the  government  - 
in  sooe  cases  an  accident  rate  3  to  4  tixaes  higher  than  the 
civil  aviation  fleet  rate. 

The  operational  side  of  the  proposed  audit  would  Identify  those 
areas  in  which  safety  could  be  ijaproved. 

I  would  greatly  appreciate  the  opportunity  to  get  together  with 
you  and  Roger  Johnson  to  determine  if  he  la  xn  agreement.  If 
so,  we  could  set  a  tunetable  for  the  project's  initiation. 

Please  advise.   Thanks' 


*- 


/ililOiiBfj 
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FLDEKAl     AVIATION    MANaC'LMLNT    AUDIT 

PURPOSE 

TItt  intent  of  (hit  audit  is  to  genence  t  lepon  which  wUl: 

1)  fbnnulatB  a  coruisaa  accootatng  tnwfaotlology  (operitlooal  mi  Cmadtri)  for  Fadarai  alrqaft. 

2)  pcrfonn  an  audit  using  that  metbodoloo,  and 

3)  generate  a  icpon  fa  the  Ptotideal,  uaing  the  lufonnation  obtained,  that  will  list  speciTic 
rcconunendaooos  regarding  aiicnft  lequiraneais  aod  intangency  icilizatian. 

METHODOLOCY 

'The  Eftficutive  fireach  would  empower  TRM.  Inoorparusd  (o  wort:  jo  coooen  «-ith  the  Intengoicy 
Comminee  For  Aviation  PoLry  (ICAP)  of  ibc  Geoctal  Services  AdmL-usmdon  (GSA)  to  gatente 
±e  npcn.  These  two  eotiliea,  TRM  and  ICAP,  have  wocfced  together  S}  make  this  proposal  to 
The  White  House  and  each  has  specific  and  aynergisuc  opabtlities  to  instire  the  quality  and 
ctxupletion  of  die  audii  Ski  rqxxi. 

TRM  and  ICAP  would  deveJop  the  audit  aod  aocouDting  methodology  for  the  oon-oiilitaiy  Fedenl 
nraaft  fleet  This  process  would  require  six  (6)  weeki. 

ICAP  would  admimser  the  actual  aodii  fisiction  using  individuab  aUocahiri  to  ICAP  fitn  other 
igeades  aad-eoe  fnxa  privaa:  indusny.  A  five-meober  audit  team  is  eavisianed  itquizing: 

•      Team  Coortiinaior  Sourc&<}SA/ICAP 

OrgoTiha.  CM>rdinaies  trida^btvusters  t^  Federal  Aviation  Management  Atdil. 

Pioancial  Coosulucc  Souioe-TRM 

Reyirws  and  onat<nc3  agency  fi/ionaal  strategies  includuig  atrercft  ac^nisuioii.  replacement  and 

(kjpotal. 

Budget  aod  Accoinaiif  AnaJyir  Sarve^SA  or  OMB 

Reviewi  and  anatytcs  agency  avusion  operaiu>naJ  budget  and  accounting  data. 

Prucipi^  OpaiooQS  Insprciar  Soun»-PAA 

Xevirwj  and  an^yiej  agency  oprraaoKi  ma'utais  and  systems. 

Pnnaplc  Mamerancc  InaptxcDT  Sosce-PAA 

/ievte\>fs  and  anaJyiej  agency  f^nAsmancc  I i^nuals  and  systems. 


There  arc  preseady  66  seleciAd  audn  aies  ^  I  '  la  Washingioo.  46  is  tl^  Concinenu]  US  and  3 
HJiside  the  ConODcnuJ  US)  Tbc  aodr  «^:  -  joire  an  estunaicd  156  audit  (iays.  Ttus  poroon  of 
■he  report  wiU  requuT  afin  (8i  rnondis  lo  coa-,^etc. 

^asUy.  TRM  wjl  genenu:  lo  v&roon  of  t^e  report  to  the  PtcskIcai  focuang  on  tlie  budgetary 
'.oruiderauoiis  ICAP  »ilJ  generate  0\:  jzpon  focusing  on  operauonaJ  and  safety  issues.  The 
ixsusnce  of  ihc  futaJ  rcpon  wiU  raqmiT  $  jt  (6)  weeks. 

rhcrefoTf.  Lhe  corapiijcr  o'  all  a'  v\t  above  wilJ  require  an  cstinuied  eleven  (11)  mooihs. 
•^udireorv  recocnmcrviiaon^  wouJo  br  ccr.ipl:ied  m  ume  for  locluson  in  ocxi  yeafi  Federal 
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rtnCKAL  AVIATIOS  U*\AGEAtR.lfT  AVntT  (COST)  f.ACT  2  or    ; 

AKmCITATED  RESULTS 

SISO  mlflkx)  In  ooe-<iine  cipital  InfiKion  (ak  and  aJe/levefaack  of  equipotent). 
$150  milJioo  In  on-|oia(  opondnf  bodset  reducoaat. 
Inipiuved  iatngcacy  mc  of  airaift. 

•  Impravod  mtcty. 

SifniScuB  aoquifltkK  (feaK  or  puclBK)  of  new  cqoipaMni  (eoooomic  stiinulus). 

•  Reran  Amencan  production  of  ■iaile-«iigiaa  Ugh^wiag  aimufi  (signifiuat  lonf-ienn 
economic  idiBulut). 

•  Solve  a  iigniBcm  equipmem  aias  tor  FBI,  Imeriar.  Justice  who  have  aircnfi  which  need 
ftpbeemeni  but  iw  ipprepriate  ABoicuvfiiade  icpiaoemem  exists  (Soe  dot-jxiint  above). 

«  EsttbUth  a  coflfipleted  framewtak  with  which  ICAP  can  continue  to  provide  the  came 
Informatioo  genemod  by  the  audit  on  a  long-tenn  basis  for  continuoos.  oo-goin^  management 
of  the  Federal  aviatioo  assets. 

AUDIT/REPORT  COSTS 

Ovaall  costs  aie  mininuzed  by  allocatiag  existtof  peiiOBpeJ  from  various  agencies  to  ICAP  for 
the  duratioo  of  the  aodiL  Therefore,  a  significaBt  portoo  of  (he  coss  are  not  incremental  -  only 
reallocated  for  a  Shan  period.  No  new  pamawittpenaonel  are  reqoired  to  cany  out  the  audit  and 
contpledon  of  the  rqna 

ICAP.  whose  coso  are  mtnimized  ihroQgb  nasofoed  pwiuurJ.  esdmates  its  costs  at: 


Pubbc  Sector  CDntTKtor  (34  weeks)  S  6S.000 
Audit  Team  Expeoaes: 

Per  Diem/Lodging  56.2S0 

CarRenal  4.770 

Airtec  nVK\ 

Total  S198.S20 

TMA  <-.sDauies  ia  costs  at. 

MeihodologY  devtkypmaii  Daa  analysis. 

Final  repon  de>clopmcar  $214,500 

SofTwsc  (kxJopmean  16.000 

Admimsmbvc  Suppon  16.000 

Tra*d  Expenses  24JQQ 

Total  S270.5O0 

EjQnmatei!  Qvnpacr  Hjrcti/vT  &  Rriusd  Sofiware  (Apple)  $   30.0QQ 

Esmnaiec:  ToiaJ  Pro/xi  Coni  $499,020 

Givea  tJ^  direci  econoou:  napn  tv  ilie  nesi  budget  year  and  every  jrear  thereificr.  th<  safely 
improvcnv  .na  anoapatad  tni  tf>e  ecooomic  sumohis  generated  by  the  recommcndatjons  provide  a 
reojm  on  invcftment  in  txtxa  of  600  id  1 
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EXECUTIVE  OFFICE  OF  THE  PRESIDENT 

OFFCE  OF  MANAGEMENT  ANO  BUDGET 

w»S"«-wCTOn  0  C  ?oso;' 

May    7,     1993 

MEMORANDUM  FOR  FRANK  REEDER 

THROUGH:        David  Haun 

FROM:  Jack  Kelly /f 

SUBJECT:       Follow-up  w\   Proposed  Aircraft  Consulting  Project 
Referred  by  the  White  House 

Purpose 

This  nemorandun  describes  the  actions  we  have  taken  to 
follow  up  on  the  attached  nemorandun,  which  proposes  a  consulting 
contract  to  review  the  Federal  aircraft  fleet. 

Discussion 

In  the  nemo  to  Harry  Thonason,  Chairman  of  TRM,  Inc.  (an 
aircraft  management  consulting  firm) ,  Mr.  Darnell  Martens, 
President  of  TRM,  recommends  that  TRM  solicit  a  consulting 
contract  to  review  the  Federal  aircraft  fleet.   I  spoke  with  Mr. 
Martens,  who  indicated  that  he  has  also  been  in  contact  with 
Bruce  Lindsey  at  the  White  House  and  that  Mr.  Lindsey  is 
forwarding  his  proposal  to  the  Vice  President's  staff  for 
consideration  in  the  NPR. 

Mr.  Martens  is  a  former  Booz  Allen  consultant,  who 
specialized  in  the  aircraft  industry,  subsequently  started  his 
own  helicopter  services  company,  and  later  worked  for  Executive 
Jet,  a  large  company  providing  a  range  of  aircraft  and  aircraft 
management  to  corporate  clients.   TRM,  Inc.  is  a  company  that  Mr. 
Martens  formed  with  Harry  Thomason  to  provide  consulting  services 
to  corporate  CEOs  on  ways  to  improve  the  management  of  their 
aircraft  prograns .   TRM  also  coordinated  the  aircraft  support  for 
the  Clinton/Core  Campaign  and  the  Transition. 

Mr.  Martens  has  met  with  the  aircraft  policy  staff  at  GSA 
and  has  reviewed  the  audit  guide  prepared  by  the  GSA  Inspector 
General  for  use  in  the  PCIE  aircraft  review  now  underway.   He  is 
very  familiar  with  our  efforts  to  improve  aircraft  management, 
and  thin>;s  we  are  naKir.c  significant  progress.   There  is  one 
area,  however,  to  whicr.  he  does  not  believe  we  have  paid 
sufficie-t  attention  and  where  he  would  like  to  offer  assistance. 
He  would  like  a  contract  to  analyze  the  aircraft  in  the  Federal 
fleet  and  identify  those  aircraft  that  are  inappropriate  for  the 
missions  for  which  they  are  currently  used.   Mr.  Martens  believes 
that  the  Federal  ocverr.-er.t  can  realize  significant  savings  by 
replacir.c  oJc,  fuel  ir.ef:icient,  high  maintenance  cost  aircraft 
v.'itn  mere  mo  =  e.'-n  o.rc.-ott  better  suited  to  their  assigned  missions. 
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I  agreed  with  Mr.  Martens'  observation  that  the  PCIE  re  . 
is  not  addressing  the  concern  he  raises.   1  c\pi.-sined  that  this 
issue  was  lower  in  priority  than  the  other  iz-.jzs   Lcing  ccdrcsscc; 
by  the  PCIE,  such  as  getting  an  accurate  cour.*  ol  aircraft  and 
identifying  their  costs.   I  suggested  two  potcr.tial  opportunities 
for  the  assistance  he  offers.   First,  he  could  make  a  proposal  to 
the  Interagency  Committee  on  Aircraft  Policy  (ICAP) .   The  GSA 
aircraft  policy  office  within  the  GSA  Federal  Supply  Service 
(FSS)  provides  staff  support  to  the   ICAP  and  manages  contracts 
for  various  ICAP  initiatives.   If  FSS  is  willing  to  provide  funds 
for  the  contract  proposed  by  Mr.  Martens,  or  can  convince  the 
other  ICAP  members  to  contribute,  funds  could  be  made  available 
for  that  purpose.   Second,  he  could  approach  an  agency  that 
wanted  to  replace  some  old  aircraft  and  offer  his  services  in 
preparing  the  justification  to  support  the  agency's  budget 
request  for  that  purpose.   In  either  case,  however,  the  contract 
may  have  to  be  awarded  competitively  and  be  subject  to  the  normal 
procurement  process. 

Next  Steps 

I  asked  Mr.  Martens  if  he  would  share  with  us  a  copy  of  the 
detailed  proposals  provided  to  Bruce  Lindsey  and  he  promised  to 
send  them  to  me.   I  have  also  contacted  the  GSA  aircraft  policy 
staff  and  they  support  the  idea  of  having  Mr.  Martens  make  a 
presentation  to  the  ICAP  on  the  benefits  of  having  agencies 
examine  the  payback  potential  from  replacing  their  older,  less 
efficient  aircraft.   Such  a  presentation  would  demonstrate  the 
techniques  needed  to  perform  such  analyses  and  indicate  the 
magnitude  of  the  potential  benefits.   If  sufficient  benefits  are 
demonstrated,  individual  agencies  or  the  ICAP  as  a  whole  might 
decide  to  pursue  the  matter  with  Mr.  Martens. 

Unless  you  ob;ject,  I  will  suggest  to  GSA  that  they  contact 
Mr.  Martens  to  see  if  he  would  be  willing  to  make  such  a 
presentation. 

Attachment 

cc:   Hermann  Habermann 
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TO:      HAKKY  THOKASCW  '^♦^^  FRE^.'DcNT  HAS  SEEN' 

CiiAirmaJi.    TRK,  Inc. 

Fre5i6cr.t.  TK-r,  Inc. 
RE:       WHITE  KOOSE  IHVEKTORY  OF  THE  FEDERAL  AIROJATT  FLEET 
DATE:     2/Ii/93 

Od  1/29/93.  I  sent  you  asd  Dec  Dec  nyera  «  nemo  in  i^bicb  I  seated  that, 
based  on  the  Administration's  directive  to  consider  cutbacks  wherever 
feasible.  TRM  should  solicit  a  consulting  project  from  the  White  House 
of  the  following  description: 

'Review  all  nan-military  goveminent  aircraft  to  determine  financial  and 
operational  appropriateness.* 

Yesterday  morning  on  OOi-Live.  the  President  stated  is  a  cabinet  meeting 
that  his  staff  has  Informed  bin  that  there  are  savings  to  be  had  in  a 
review  of  all  government  aircraft  and  that  an  inventory  of  those 
aircraft  will  be  made. 

This  inventory  MUST  by  administered  by  soiBeone  tA>o  )cnow9  aircraft  as 
well  as  operational  and  capital  budgets.!  propose  a  plane-by-plane 
inventory  of  the  1.874  aircraft  in  the  Fe<Seral  fleet.  we  would,  with 
cooperati^sn  by  the  GAO  t  OHB.  list  each  aircraft's:  agency  user, 
purpose,  current  value,  operating  budget,  mission  appropriateness, 
utilization,  alternative  aircraft  (if  any),  operating  budget  effects  (of 
changes,  if  any)  and  miscellaneous  ccnnencs. 

SUMMARY  OF  THE  FSJEKAL  AXRCRATT  FLEET 

Large  Commercial  Jets  26 

Large  Business  Jets  33 

Medium  Business  Jets  41 

Small  Bueisese  Jets  150 

Turboprop  600 

Pi St on -Multi engine  190 

Pisior-Siogle  eng.ne  406 

Helicopters  383 

Kil ita ry type  Jets  _S£ 

TOTAL  1874 

We've  dexonst rat ed  our  capdb; 1 i: les  to  the  President  by  coordinating  all 
aircraft  activities  to:  The  Clinton  For  President  Connittee.  The 
Clinton'Core  "9;  Cow^ittee  and  the  Clinton/Core  Transition  Team.  Now  we 
have  an  OTportunity  tc  make  a  substantive  contribution  to  the  deficit 
reaurtiin  pjc_is.  wf  car.  oelivt  a  practical,  useful  tool  to  both  reduce 
costs  Ar>6    irprove  a:rcralt  utiliiation. 

Harry,  2  ca.-.  Bta;e  wit.iout  Qualification,  that  TRM  is  uniouely 
(7-ali5:ic  tc  ccr.aur;  if.s  atuoy.  This  is  the  project  for  which  1  have 
-raines  for  19  yei.-s  :  >..now  the  aircraft--!  understand  the  budgets. 
?-j-  r.e  .r.  !rc.-.t  cl  -..-.*  r.c.-.i  person  at  the  White  House  and  I  will  prove 
-..'.»■  ve..t  c:  oc-.r  -..-.t  r*r:er:  as-.z   Tho.'riason's  capabilities. 


ffliiiiniiiiiin 
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TO:  HAJutY  -moKASON  T*^c  ^P-t'^'ulNl  HAS  SEEN 

ChAirman.   TPf..    Inc. 

Fr*5ibcni.  Tfy..    Inc. 
R£:       WHITE  MOOSE  INVOmaRY  OF  THE   Fn)QUU.  AIRCaATT  H-EET 
DATE:     2/11/93 


On  1/29/93.  I  acne  you  «ad  Dec  I>*c  Myers  •  memo  Is  «rtilcb  I  stated  that, 
baaed  on  the  Administration's  directive  to  coaalder  cutbacks  wherever 
feasible.  TRM  should  solicit  a  consulclxtg  project  frooi  the  vrhlte  House 
of  the  following  description: 

*Revlew  all  nan-milltarv  government  aircraft  to  determine  financial  and 
operational  appropriateness.* 

Yesterday  aoming  on  OIN-Llve.  the  President  stated  In  a  cabinet  meeting 
that  his  staff  has  informed  him  that  there  are  savings  to  be  had  in  a 
review  of  all  government  aircraft  and  that  an  inventory  of  those 
aircraft  will  be  made. 

This  inventory  MOST  by  administered  by  someone  >Ao  knows  aircraft  as 
well  as  operational  and  capital  budgccs.I  propose  a  plane-by-plane 
inventory  of  the  i,8''4  aircraft  is  the  Federal  fleet.  we  would,  with 
cooperation  by  the  GAD  &  0MB,  list  each  aircraft's:  agency  user, 
purpose,  current  value,  operating  budget,  mission  appropriateness, 
utilisation,  alternative  aircraft  (if  any),  operating  budget  effects  (of 
changes,  if  any)  and  oiiscellancous  cosaisncs. 

StJMMARY  or  IKE  FDOUO.  AXRCRATr  FlfET 

X.arge  Commercial  Jets  26 

L^rge  Business  Jets  22 

Medium  Business  Jets  41 

Small  Buaiaese  Jets  150 

Turboprop  600 

PiscoQ-Multiengine  190 

Piscon-SiOQle  eng:.ne  406 

Helicopters  383 

KiliLary- type  Jets  ^* 

TOTAL  1874 

We've  de.T«nst rated  our  capab^:  i:  les  to  the  President  by  coordinating  all 
aircraft  activities  for  The  Clinton  For  President  Committee.  The 
Clinton/Gore  "92  Coatritiee  and  :  he  Clinton/Core  Transition  Team.  Now  we 
tvave  an  opportunity  to  mane  a  substantive  contribution  to  the  deficit 
reajrt;on  piej^.  we  ca.'.  otiivt  a  practical,  useful  tool  to  both  reduce 
costs  and  ir^rove  a:rcza'.\    utilization. 

Harry.  I  can  staie  v;tr.out  qualification,  that  TRM  is  uniquely 
cr-olif:es  tc  conajc.  ::.;$  atuoy  This  is  the  project  for  which  I  have 
■-rainea  lor  j?  yeirs  t.n^w  the  aircraft--!  understand  the  budgets. 
yj:  re  :r  Jr:.-.t  c'.  -.r.f  r;r-.:  person  at  the  White  House  and  I  will  prove 
:."■«■  vc.ji  zi    OC-."  -..-.!  rrT:ert  *.-.=  Thoriason'S"  capabilities. 
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MEMORANDUM  FOR  FRANK  REEDER 

THROUGH:       David  Haun 

FROM:  Jack  Kelly 

SUBJECT:       Follow-up  on  Proposed  Aircraft  Consulting  Project 
Referred  by  the  White  House 


oy  tne  wnice  House  ^^       ,  / 


Purpose  /■ — o''''»'>*''*-'~*'  ""^^  "'^^  ~'"7 

This  memorandum » follow/  up  on  A  aenorandun^  htuii  by  Um 
Presidtint  and  vctcrw<.d    Lu  eilDs  which  propose^  a  consulting 
contract  to  review  the  Federal  aircraft  fleet. 


£^ 


■eo-FabrHary  at; — loyj  Iwttur  to  Harry  Thonason,  fPeS^  Mr. 
Darnel]  Martens,  President  of  TRM,  Inc.  (an  aircraft  management 
consulting  firm)  recomaendii-  that  TRM  solicit  a  consulting 


;> 


contract  to  review  the  Federal  aircraft  fleet.  '"Mr.  Thomason,  who 
chairs  the  TRM  board  of  directors,  ga^^^the  letter  to  the 

x>yr^.,yA.„>^■      . ,h »  f - y. .^ y-f^^^  <»  «•  ^  Ph j  1  Tadnr'c  attgntirn   Mr. 

Martens:  has  also  been  incontact  with  Bruce  Lindsay  at  the  White 
House  c.nd  says  that  Mr<;;jXnsap  is  forwarding  his  proposal  to  the    - 
vice  President's  staff  for~1ponsideration  in  the  NPR.  i\ 

Ml .  Martens  is  a  former  Booz  Allen  consultant,  who  iT 

specialized  in  the  aircraft  industry,  subsecfuently  started  his    .. 
own  helicopter  services  company,  and  later  worked  for  Executive    ir' 
•Jet,  a  large  company  providing  a  range  of  aircraft  and  aircraft 
managenent  to  corporate  clients.   TRM,  Inc.  is  a  company  that  Mr.  \f 
Marten:,  formed  with  Harry  Thomason  to  provide  consulting  services 
to  corporate  CEOs  on  ways  to  improve  the  management  of  their        I' 
aircrait  programs.   TRM  coordinated  the  aircraft  support  for  the 
Clintoi/Gore  Campaign  and  the  Transition. 

M)  .  Martens  has  iret  with  the  aircraft  policy  staff  .- 1  GSA 
and  ha;  reviewed  the  audit  guide  prepared  by  the  GSA  Inspector 
Genera   for  use  in  the  PCIE  aircraft  review  now  underway.   He  is 
very  fi.milar  with  our  efforts  to  improve  aircraft  management,  and 
thinks  we  are  maKinq  significant  progress.   There  is  one  area, 
howeve: ,  to  which  he  does  not  believe  we  have  paid  sufficient 
attent  on  and  where  he  would  like  to  offer  assistance.   He  would 
like  a  contract  to  analyze  the  aircraft  in  the  Federal  fleet  and 
identi  y  those  aircraft  that  are  inappropriate  for  tne  missions 
for  wh  ch  they  are  currently  used.   Mr.  Martens  beljeves  that  the 

liiPIMIlBiM 
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Federal  qovernnent  can  realize  significant  savings  by  replacing 
old,  fuc;  incff]c:ont,  high  naintenence  cost  aircraft  with  more 
r.odcrn  aircraft  better  suited  to  their  assigned  missions. 

• 

I  agreed  with  Mr.  Martens'  observation  that  the  PCIE  review 
is  not  addressing  the  concern  he  raises.   I  explained  that  this 
issue  was  lower  in  priority  than  the  other  issues  being  addressed 
by  the  PCIE,  such  as  getting  an  accurate  count  of  aircraft  and 
identifying  their  costs.   I  suggested  two  potential  opportunities 
for  the  assistance  he  offers.   First,  he  could  make  a  proposal  to 
the  Interagency  Committee  on  Aircraft  Policy  (ICAP) .   The  GSA 
aircraft  policy  office  within  the  GSA  Federal  Supply  Service 
(FSS)  provides  staff  support  to  the  ICAP  and  manages  contracts 
for  various  ICAP  initiatives.   If  FSS  is  willing  to  provide  funds 
for  the  contract  proposed  by  Mr.  Martens,  or  can  convince  the 
other  ICAP  members  to  contribute,  funds  could  be  made  available 
for  that  purpose.   Second,  he  could  approach  an  agency  that 
wanted  to  replace  some  old  aircraft  and  offer  his  services  in 
preparing  the  justification  to  support  the  agency's  budget 
request  for  that  purpose.   In  either  case,  however,  the  contract^ 
may  have  to  be  awarded  competitively  and  be  subject  to  a  drawn  *•/ °i*  '^^ 
-a«*.  procurement  process.  t^j^^    sL**A  C4^"5U.  tco  ^  *^^f^ 

Next  Steps ^^^^--^  ' 

I  asked  te  «Ct.   the  detailed  proposals  JMr.  Martens!  provided 
to  Brvce  Lindsay  and  he  promised  to  send  them  to  me.   I  have  also 
contacted  the  GSA  aircraft  policy  staff  and  they  support  the  idea 
of  having  Mr.  Martens  make  a  presentation  to  the  ICAP  on  the 
benefits  of  having  agencies  examine  the  payback  potential  from 
replacing  their  older,  less  efficient  aircraft.   Such  a 
preser.tation  would  demonstrate  to  techniques  needed  to  perform 
such  cnalyses  and  indicate  the  magnitude  of  the  potential 

'''"'''"  ^ik^crr^^  ^^^^'-'^^ 

linl.iss   you   object,    t    ^C^^S^^hrn    hi-r   GSAicontact  Mr.    Martens-te> 
■jiud   sfe    .f    he   would    be   willing   to   make    such   a    presentation. 


O;     M'f^ 
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MEMORANDUM  FOR  FRANK  REEDER 

THROUGH:       David  Haun 

FROM:  Jack  Kelly 

SUBJECT:       Follow-up  on  Proposed  Aircraft  Consulting  Project 
Referred  by  the  White  House 

Purpose 

This  Demorandun  reports  on  conversations  with  Mr.  Darnell 
Martens,  which  follow  up  on  a  nenorandun,  seen  by  the  President, 
which  recomnended  that  his  company  (TRM,  Inc.)  solicit  a 
consulting  contract  to  review  the  Federal  aircraft  fleet. 

Background 

On  February  11,  1993  letter  to  Harry  Thomason  (FOB),  Mr. 
Darnell  Martens,  President  of  TRM,  Inc.  (an  aircraft  manageinent 
consulting  firm)  recommended  that  TRM  solicit  a  consulting 
contract  to  review  the  Federal  aircraft  fleet.   Mr.  Thomason,  who 
chairs  the  TRM  board  of  directors,  gave  the  letter  to  the 
President,  who  forwarded  it  to  Phil  Lader's  attention.   Mr. 
Martens  has  also  been  in  contact  with  Bruce  Lindsay  at  the  White 
House  and  says  that  Mr.  Linsay  is  forwarding  his  proposal  to  the 
Vice  President's  staff  for  consideration  in  the  NPR. 

Discussion 

Mr.  Martens  has  spent  time  with  the  aircraft  policy  staff  at 
GSA  and  has  reviewed  the  audit  guide  prepared  by  the  GSA 
Inspector  General  for  use  in  the  PCIE  aircraft  review  now 
underway.   He  is  very  familar  with  our  efforts  to  improve 
aircraft  management,  and  thinks  we  are  making  significant 
progress.   There  is  one  area,  however,  to  which  he  does  not 
believe  we  have  paid  sufficient  attention  and  where  he  would  like 
to  offer  assistance.   He  would  like  a  contract  to  analyze  the 
aircraft  in  the  Feceral  fleet  and  identify  those  aircraft  that 
are  unsuited  or  ;r  rficient  for  the  missions  for  which  they  are 
currently  used.   /;.  .  Martens  believes  that  the  Federal  government 
can  realize  significant  savings  by  replacing  old,  fuel 
inefficient,  high  ir.a  i  ntenence  cost  aircraft  with  more  modern 
aircraft  better  suited  to  their  assigned  missions. 

I  told  K.'   Martens  that  I  agreed  with  his  observation  that 
the  PCIE  r6v:e   ic  ret  aocressing  the  concern  he  raises.   I 
explained  tr.t:    this  jssue  was  lower  in  priority  than  the  other 
issues  beinr  iddresced  Dy  the  PCIE  since  it  had  the  potential  for 
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increasing  costs,  at  least  in  the  short  term.   I  told  him  that  I 
s<>-.  two  potential  opportunities  for  the  assistance  he  offers. 
First,  the  Interagency  Committee  on  Aircraft  Policy  (ICAP)  h.i?  c-> 
subcommittee  on  acquisition  policies  which  would  address  this 
area  for  the  benefit  of  all  agencies.   The  GSA  aircraft  policy 
office  within  the  GSA  Federal  Supply  Service  (FSS)  provides  staff 
support  to  the  ICAP  and  manages  contracts  for  various  ICAP 
initiatives.   If  FSS  is  willing  to  provide  funds  for  the  contract 
proposed  by  Mr.  Martens,  or  can  convince  the  other  ICAP  members 
to  contribute,  funds  could  be  nade  available  for  that  purpose. 
Second,  he  could  approach  an  agency  that  wanted  to  replace  some 
old  aircraft  and  offer  his  services  in  preparing  the 
justification  to  support  the  agency's  budget  request  for  that 
purpose.   In  either  case,  however,  the  contract  nay  have  to  be 
awarded  competitively  and  be  subject  to  a  drawn  out  procurement 
process. 

Next  Steps 

I  asked  to  see  the  detailed  proposals  Mr.  Martens  provided 
to  Bruce  Lindsay  and  he  promised  to  send  them  to  me. 

Need  decision  from  Reeder  on  how  hard  to  push?  what  cur  role  is 
here? 

don't  want  to  get  in  the  role  of  special  pleader. 

raise  issue  to  ICAP? 

the  fact  is  that  this  is  a  relatively  low  priority  from  a 
government-wide  standpoint. .  .we  have  more  important  uses  for  ICAP 
funds,  e.g.,  develop  a  good  generic  aircraft  information  system. 

Advise  his  to  contact  individual  agencies  and  offer  his 
assistance.   Could  schedule  him  to  make  a  presentation  to  the 
ICAP,  or  Its  acquisistion  subcommittee. 

•Call  Larry  Godwin,  what  does  he  think? 

Call  Scott  Listen  and  get  the  word  on  this  guy. 


■IIMMIIIU 
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MEMORANDUM  FOR  LEON  PANETTA 

FROM:  Roy  Neel 

DATE:  August  25,  1993 


I/'  ■ )  J ,  V  .  K^^  • 


P-' 


I  have  been  advised  of  a  proposal  for  an  audit  of  federal 
aircraft  by  TRM.   Although  I  have  been  advised  of  a  few  meetings 
and  memoranda  regarding  this  proposal,  I  understand  that  no 
government  action  has  been  taken  with  respect  to  it.   I  also 
understand  that,  last  month,  the  White  House  advised  0MB  that  no 
government  action  should  be  taken  on  this  proposal. 

Let  me  now  reiterate  this  instruction  that  no  government  action 
should  be  taken  on  this  proposal. 


1 
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MEMORANDUM  FOR  LEON  PAN ETTA 

FROM:  Roy  Neel 

DATE:  August  25,  1993 


I  have  been  advised  of  a  proposal  for  an  audit  of  federal 
aircraft  by  TRM.   Although  I  have  been  advised  of  a  few  meetings 
and  memoranda  regarding  this  proposal,  I  understand  that  no 
governnert  action  has  been  taken  with  respect  to  it.   I  also 
understand  that,  last  month,  the  White  House  advised  OHB  that  no 
governnert  action  should  be  taken  on  this  proposal. 

Let  me  now  reiterate  this  instruction  that  no  government  action 
should  bc:  taken  on  this  proposal. 
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/O    It--   o/      .Ithe  white  hou 


WASHINGTON 


MEMORANDUM  FOR  LEON  PANETTA 

FROM:      Roy  Neel 

DATE:     August  23,  1993 


t-i<. 


'«^ 


'•k 


^-     k.         ^""^ 


l^f 


"  A. 


^M^./'i^ 


i 


I  have  been  advised  of  a  proposal  for  an  audit  of  federal 
aircraft  by  TRM.   I  understand  that  no  government  action  has  been 
taken  with  respect  to  it,  and  that  the  White  House  advised  0MB 
that  no  government  action  should  be  taken  on  this  proposal. 

At  your  earliest  convlenience,  please  bring  me  up  to  date  on  any 

fiihrnn^MLHL  JLLlUli  concerning  this  matter. 


«.  t  f)   frv 


\i.        b^   -Ti.  ICX^ 


7; 


o 


CGE  002290 
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AUGUST    9,     1993 

MEMORANDUM    FOR    LEON    PAN ETTA 
DIRECTOR 
OFFICE   OF    MANAGEMENT    AND    BUDGET 


FROM 


I  have 
aircraft 


ve   been^Advised 
by  TRM/     JUXiioiM 


;4 ^ 


ROY  NEEL 

DEPUTY  CHIEF  OF  STAFF 

I 
of  a  proposal  for  an  audit  of  federal 

;^nr^     THPTHnr""^'      ^-'f.q-tir/^irM^     r  H  i  r-     pi-ftpr..- a  1  T     iinrf  nir  n^ -|  ■  J      that 

government  action  has  been  taken  with  respect  to  it, 

iinri-rr*----'  -^-t]  i r'''  vppK"  ^""   the  White  House  advised  OHB 

that  no  government  action  should  be  taken  on  this  proposal. 


T    want    tn *i--    -"><    ^-nira^afo    fhc    pri-r     ^"-''— ■"«•  i  "-    fck.«-       ^ 

nirrrninr-'t   uulluii   aIiuuIJ   Ue    La»*i'   •,<{'   Thir    r^'T^rii         ff    iny,  ^ 


no 


.^ 


nn   rmvrrnar 


aken  concerning   this 
at   I  may  takg^itjiatever 


.-WW-' 


CGE  002291 


358 


MEMORANDUM  FOR  JOHN  PODESTA 

STAFF  SECRETARY 

FROM  BERNARD  W.  NUSSBAUM 

COUNSEL  TO  THE  PRESIDENT 


I  have  been  advised  of  a  proposal  for  an  audit  of  federal 
aircraft  by  TRM.   Although  I  have  been  advised  of  a  few  meetings 
and  memoranda  regarding  this  proposal,  I  understand  that  no 
governaent  action  has  been  taken  with  respect  to  it.   No 
government  action  should  be  taken  on  this  proposal. 

If,  contrary  to  this  instruction,  any  government  action  is 
undertaken  concerning  this  matter,  please  advise  me  immediately 
so  that  I  may  take  appropriate  action. 


C  -   Lto, 


\ 


?u.t^       ^ 


CGE  002292 
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MEMORANDUM  FOR  JOHN  PODESTA 

STAFF  SECRETARY  ,.  \.',"\  S-f/-^^ 

FROM  BERNARD  W.  NUSSBAUM 

COUNSEL  TO  THE  PRESIDENT 


I  have  been  advised  of  a  proposal  for  an  audit  of  federal 
aircraft  by  TRM.   Although  I  have  been  advised  of  a  few  meetings 
and  nenoranda  regarding  this  proposal,  I  understand  that  no 
government  action  has  been  taken  with  respect  to  it.   No 
governnent  action  should  be  taken  on  this  proposal. 

If,  eentrary  te  this  instruction,  any  governnent  action  is 
undertaken  concerning  this  matter,  please  advise  me  immediately 
so  that  I  may  take  appropriate  action. 


■niiiiniB 

CGE  002293 
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AUGUST  9,  1993 

MEMORANDUM  FOR  LEON  PANETTA 
DIRECTOR 
OFFICE  OF  MANAGEMENT  AND  BUDGET 

FROM  BERNARD  W.  NUSSBAUM 

COUNSEL  TO  THE  PRESIDENT 

I  have  been  advised  of  a  proposal  for  an  audit  of  federal 
aircraft  by  TRM.   Although  I  have  been  advised  of  a  few  meetings 
and  memoranda  regarding  this  proposal;  I  understand  that  no 
government  action  has  been  taken  with  respect  to  it.   I  also 
understand  that,  several  weeks  ago,  the  White  House  advised  0MB 
that  no  government  action  should  be  taken  on  this  proposal. 

I  want  to  confirm  and  reiterate  the  prior  instruction  tha^ 
no  government  action  should  be  taken  on  this  proposal.   If,,--''''^ 
fii — i-i""  f*''"  '   '    ■  i   ^  any  government  action  i«  undertaken 
concerning  this  matter,  please  advise  me  immediately  so  that  I 
may  take_  appropriate  action«-/y  ^^  j 


•  \  V-»X^ 


CGE  002294 
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AUGUST  9,  1993 

MEMORANDUM  FOR  LEON  PANETTA 
DIRECTOR 
OFFICE  OF  MANAGDIENT  AND  BUDGET 


FROM 


BERNARD  W.  NUSSBAUM 
COUNSEL  TO  THE  PRESIDENT 


I  have  been  advised  of  a  proposal  for  an  audit  of  federal 
aircraft  by  TRM.   Although  I  have  been  advised  of  a  few  meetings 
and  jnenoranda  regarding  this  proposal,  I  understand  that  no 
government  action  has  been  taken  with  respect  to  it.   I  also 
understand  that,  several  weeks  ago,  the  White  House  advised  0MB 
that  no  government  action  should  be  taken  on  this  proposal. 

I  want  to  confirm  and  reiterate  the  prior  instruction  that 
no  governoent  action  should  be  taken  on  this  proposal.   If, 
despite  this  instruction,  any  government  action  is  undertaken 
concerning  this  matter,  please  advise  me  immediately  so  that  I 
may  take  appropriate  action. 


CGE  002295 
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HARRY  THOMASON 


"THE  WHITE  HOUSE 
PROJECT" 


363 
"THE  WHITE  HOUSE  PROJECT" 


"I  have  asked  Harry  Thomason  to  come  to  the  White  House 
and  do  an  inventory  of  ways  in  which  we  can  better  use  the 
White  House  for  public  relations  events.  The  Disney  event 
seems  to  fit  under  this  category.   I  will  put  your  inquiry  on 
Harry's  docket  for  his  advice." 

April  A,  1993  memo  from  Rahm  Emanuel  to  Mark 
Gearan 

"Schedule  for  Harry  Thomason  and  Markie  Post...." 

detailed  schedule  for  April  30  and  May  1,  1993 
for  Harry  Thomason  and  Markie  Post  to  meet  with 
dozens  of  White  House  officials. 

"We  have  been  invited  to  study  White  House  procedures  in 
order  to  improve  the  use  of  the  White  House  as  a  tool  for 
more  clearly  defining  the  philosophy,  programs  and  goals  of 
the  President,  the  First  Lady,  and  this  administration. ...Over 
the  next  few  weeks,  we  expect  to  prepare  several  papers 
addressing  the  minutiae  of  how  things  might  be  improved 
and  a  bible  addressing  how  to  put  the  personal  style  of  the 
Clintons,  their  intellectual  and  artistic  preferences,  into 
events  (both  formal  and  informal,  traditional  and  ground 
breaking)  at  The  White  House." 

"White  House  Project"  memo  by  Harry  Thomason 


"The  Correspondence  Department  is  the  most  overloaded 
department  of  all because  it  is  so  seriously  understaffed. 
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the  department  is  in  danger  of  having  to  destroy  hundreds 
of  thousands  of  pieces  of  mail  that  have  not  been  read 

much  less  answered what  should  be  demoralizing  to 

everyone  is  the  fact  that  for  each  letter  destroyed  there  is 
one  more  angry  person  out  there  who  probably  voted  for 
President  Clinton.   It  is  a  name  also  lost  to  the  data  base  for 
the  next  campaign. 

"White  House  Project"  memo  by  Harry  Thomason 


"Vince  Foster  Confidential  (for  your  eyes  only)  From 
Watkins" 

Writing  on  an  empty  envelope  from  the  Brookings 
Institution  in  Vince  Foster  file  labelled  "WH 
Project."   (This  file  was  transferred  to  Williams  & 
Connolly  with  the  Clinton  personal  documents.) 
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April     1,     1993 

MCM0RANDU71    FOR   I'lARK  ,GEARAH 

FROM:     RAIIM    E^L^NUEL  > 

SUBJECT:  MICKEY  MOUSE'S  65TH  BIRTHDAY  . 


I  have  asked  Harry  Thomason  to  come  to  the  White  House  and  do  an 
inventory  of  ways  in  which  we  can  better  use  the  White  House  for 
public  relations  events.   The  Disney  event  seems  to  fit  under 
this  category.   I  will  put  your  inquiry  on  Harry's  docket  for  his 
advice. 


c'^  Kk-ui^-  hivA':'A' 


CGE  002287 
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WHITE    HOUSE   PROJECT 


MISSION 

We  hav(  b(  en  invited  to  study  White  House  procedures  In  order  to  improve  the 
use  of  Itie  White  House  as  a  tool  for  more  dearly  defining  the  philosophy, 
programs  and  goals  of  the  President,  the  Rrst  Lady,  and  this  administration. 
There  is  general  consensus  that  the  manner  in  which  tt>e  First  Family  chooses  to 
use  The  V^hite  House  will  t>e  a  significant  factor  in  how  many  Americans 
perceive  thtim.  Through  the  use  of  White  House  events,  we  hope  to  not  only 
create  a  consistent  trademark  image  and  style  for  the  Clintons,  but  also  reflect 
their  interest  in  making  what  is  best  and  brightest  in  American  culture,  art.  and 
entenairme  it.  both  accessible  and  desirable  to  the  public  at  large. 

In  researchi:ig  ways  to  use  The  White  House  more  effectively,  our  methodology 
included:  (V  Talking  to  personnel  in  each  department.  (2)  Talking  to  people  wtio 
have  workej  in  other  administrations.  (3)  Studying  written  information  that 
exists  on  mc  ttKxJs  used  in  past  administrations. 
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Over  the  next  few  weeks,  we  expect  to  prepare  several  papers  addressing  the 
mifjutiae  of  how  things  might  be  improved  and  a  bible  addressing  how  to  put  the 
personal  style  of  the  Clintons,  their  intellectual  and  artistic  preferences,  into 
events  (both  formal  and  informal,  traditional  and  ground  breaking)  at  The  White 
House.  However,  we  think  it  is  very  important  to  present  this  first  overview  now, 
addressing  some  of  the  most  obvious  problems  that  need  to  and  can  be  recdfied 
immediatelyl  We  are  also  acutely  aware  that  any  plans  we  discuss  and/or 
implement  will  probably  pertain  to  all  aspects  of  the  system.  Therefore,  we  are 
addressing  all  aspects  of  the  system.  Our  goal  is  not  to  inundate  you  with  more 
bureauaacy,  but  to  provide  you  some  real  and  viable  solutions,  ttiat  will  in  turn, 
make  your  task  easier. 

CURRENT  IMAGE  . 

Current  opinion  on  the  image  of  The  White  House  and  ttie  staff  in  general  seems 
to  be  that  It  is,  in  varying  degrees,  underpeopled.  overworked,  harried,  slightly 
disorganized,  reactive,  and  inconsistent  in  style.  Now  before  you  throw  up  your 
hands  in  despair,  that  is  only  one  predominant  perception,  and  certainly  not  the 
whole  story.  On  the  plus  side,  in  terms  of  sheer  human  potential,  our  bounty  is 
great.  Throughout  our  interviev/s,  inside  and  outside  The  White  House, 
everyone  commented  again  and  again  that  this  particular  staff  is  one  of  the 
brightest  most  industrious,  most  innovative  and  loyal  groups  to  ever  inhabit  this 
arena.  Also,  most  impressive  was  the  tact  that  in  interviewing  dozens  of  staff 
members  over  a  two  day  period,  not  one  person  tried  to  blame  anyone  else  in 
any  other  department  for  whatever  was  not  working  (prot}ably  a  landmark  : 
occun^ence  in  Washington  faa  finding).  Instead,  every  Clinton  staffer 
concentrated  on  candid  but  positive  assessments  of  how  things  could  be 
improved.  Following  the  staffs  lead,  we  now  intend  to  illuminate  tfie  significant 
problems  currently  and  commonly  facing  us  and  the  most  positive  and  effective 
ways  of  conrecting  them. 

OVERVIEW 

Of  all  the  faaors  discussed  dunng  our  research,  the  decision  to  reduce  White 
House  expenditures  by  25%  appears  to  have  had  the  most  negative  impact  on 
current  operations.  This  cut  would  have  been  acceptable  had  it  not  been 
coupled  with  new  restraints  on  how  public  funds  may  t>e  spent    (restraints  that 
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did  not  apply  to  the  last  administration).  As  a  result  of  triis  coupling,  key 
departments  have  been  decimated,  sometimes  operating  staffs  only  one-  fourth 
as  large  as  their  predecessors.  We  cannot  over-emphasize  how  much  the  acute 
shortage  of  personnel  is  adversely  effecting  the  current  day-to-day  operations  of 
The  White  House.  This  human  defidt  has  led  to  a  breakdown  of  communications 
between  departments.  The  breakdown  of  communication  has  led  to  a 
permanent  reactive  mode  in  which  far  too  much  time  and  energy  is  spent 
responding  to  daily  crises  rather  than  aeating  new  Ideas  and  planning  positive 
long  range,  interlocking  multi-categoried  events.  The  breakdown  of  long-range 
event  planning  has  robbed  the  President  and  Hrst  Lady  of  a  consistent,  original 
style  and  identity  for  which  they  have  always  been  known.  It  is  imperative  that 
we  now  create  an  environment  in  which  their  very  original  personal  style, 
innovative  character,  keen  intellect,  and  sincere  appreciation  for  social,  cultural 
and  artistic  endeavor  and  achievement  can  flourish. 

We  will  briefly  present  an  overview  of  each  department  in  this  paper  and  we  will 
only  mention  the  major  items  that  we  tfiink  can  be  addressed  immediately. 
Frankly,  there  is  nothing  you  can  or  probably  should  do  to  reverse  the  budget 
cuts.  But  while  you  are  teaming  to  function  with  wttat  txjdget  you  have,  we  will 
be  investigating  an  independent  source  of  financing  which,  if  implemented, 
would  allow  many  of  you  to  increase  the  numt>er  of  people  on  your  staffs,  at 
least  for  the  duration  of  this  very  crucial  and  defining  first  year. 

SCHEDUUf^G  AND  ADVANCE 

A  heavy  burden  falls  on  this  department  in  matters  of  day  to  day  operations. 
It  is  one  of  the  depanments  most  afteaed  by  the  cutt)ack.  There  are  currently 
only  four  full  time  advance  people  (compared  to  approximately  fifteen  (15)  in  the 
past  two  administrations) 

The  image  presented  by  Scheduling  and  Advance  at  various  functions  and 
events  is  sometimes  intenor  t>ecause  they  are  so  overwfielmed  by  the  number  of 
events  tfiat  they  can  only  concentrate  on  the  execution  of  the  event  and  not  the 
visuals.  Advance  is  also  getting  very  little  lead  time  on  the  schedule  t>ecause 
there  seems  to  be  a  decision  closure  problem  on  events.  Not  necessarily  the 
major  decisions  but  minor  ones  that  still  effectively  stall  this  unit 
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There  is  no  slot  for  a  receptionist  for  this  department.  This  job  is  filled  by 
volunteers  and  therefore  continuity  is  disrupted.  This  is  compounded  by  the 
amazing  fact  that  the  phones  have  no  message  center  capability. 

Knowing  that  we  are  only  hitting  the  broad  strokes  and  will  address  minutiae 
later,  we  make  the  following  recommendations  for  this  department 

1 .  Immediately  install  message  capability  on  ttte  departments  phones. 

2.  Immediately  add  three  (3)  full  time  advance  people 

3.  i^ire  one  (1)  additional  advance  person  ttiat  does  noltiing  except  oversee 
visual  concepts  of  the  events.  We  would  be  happy  to  offer  names  for  this 
position  if  requested. 

4.  Other  departments  ttiat  aeate  events  should  strive  to  effect  long  range 
plans  and  communicate  these  plans  to  this  department  We  should  be 
seeing  aowds  of  twenty  and  tNrty  thousand  on  tfie  road  instead  of  the 
four  and  five  thousand  we  are  seeing  now.  The  crowds  still  want  to  turn  out 
but  our  lack  of  time  severely  inhibits  our  crowd  builders. 

5.  Rnally  we  should  immediately  hold  a  seminar  for  our  advance  teams  on 
how  to  get  the  most  appealing  visuals  from  our  events.  This  is  one  of  the 
FEW  ways  we  can  use  members  of  the  Hollywood  community.  We  are 
assured  the  t>est  and  (brightest  art  directors  and  set  decorators  would  be 
glad  to  devote  a  day  of  tfterr  time  to  this  project 

COMMUNIC\  ATHDN 

We  have  combined  communications,  message  and  media  into  one  category  for 

this  preliminary  paper.  A  more  detailed  paper  will  follow. 

These  Departments  also  sutler  from  being  understaffed  .  This  point  is  most 
dramatically  confirmed  by  the  tact  that  this  group  has  three  (3)  full  time 
speechwriters  as  opposed  to  the  twelve  (12)  tftat  tfie  last  occupants  of  the  White 
House  had.  We  noticed  in  examining  the  sctiedule  that  there  were  eight  major 
speeches  in  one  six  day  period.  To  say  this  is  overload  for  three  speechwriters 
(and  the  President  for  that  maner)  would  be  putting  it  mildly.  We  also  looked  at  a 
list  of  all  canceled  events  of  the  past  several  months.  They  ranged  from  a 
canceled  Town  Meeting  to  a  Union  Station  train  appearance  and  represented 
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dozens  of  wasted  manhours  preparing  lor  these  events.  Since  this  staff  is 
operating  with  fewer  people,  long  range  planning  becomes  even  more  critical  so 
that  we  might  avoid  wasted  effort 

We  will  repeat  that  everyone  seems  to  have  a  feeling  that  we  are  unfocused  at 
the  moment  I'm  sure  ttiat  everyone  has  heard  this  ad  naseum  and  it  deserves 
no  further  discussion  here  other  than  to  say  maybe  the  message  should  be,  *  It's 
the  focus,  stupidr. 

Continuing  to  point  out  the  obvious  we  would  like  to  remind  everyone  that  the 
campaign  was  most  successful  when  large  numbers  of  people  had  pertinent 
Information.  Richard  Nixon  once  said  that  during  the  campaign  everybody  talks 
to  each  other  but  when  they  get  to  Washington  they  quit  talking  and  start 
reading  ttie  Washington  Post  Nixon  was  right  so  quit  reading  the  Post  and  start 
communicabngl 

It  is  not  in  our  Mission  to  suggest  policy  decisions  to  communication  but  we 
would  like  to  offer  the  following  items  for  your  considerations. 

1 .  A  representative  of  the  speechwrfters  sfiould  t>e  in  senior  staff  meetings. 
Great  and  eloquent  sp>eeches  need  time  to  incut)ate  and  atterxlance 

at  these  meetings  will  give  the  speechwriters  a  much  t}etter  overview  of 
wtiat  tt>ey  fiave  to  plan  for  in  ttM  long  rxjn 

2.  Looking  at  past  White  House  Schedules  our  group  t)elieves  that  the 
numt>er  of  events  Xhe  President  is  sct>eduled  for  sfiould  t>e  cut  by  twenty 
five  percent.  We  know  it  is  hard  to  enforce  ttiis  kind  of  schedule  but  you  will 
ultimately  fiave  to  do  it  so  you  might  as  well  start  now. 

3.  We  propose  that  lor  ot)vious  reasons  you  add  two  (2)  members  to  the 
writers  group. 

SOOAL  EVENTS 

This  department  more  than  any  other  conveys  the  image  of  the  President  and 
First  Lady.  There  is  also  no  department  tliat  has  a  greater  need  to  know  what  is 
going  on.  Unfortunately  this  seems  to  be  the  department  that  is  last  to  get  the 

^"''^  miiiDiDni 

CGE  001465 
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Of  all  the  social  events  held  at  the  White  House  there  has  only  been  enough 
lead  time  to  send  written  invitations  to  FOUR  events.  This  is  the  most  damming 
indictment  of  the  lack  of  long  range  planning. 

This  department  has  NO  advance  people  as  opposed  to  three  full  time  advance 
people  assigned  to  the  previous  administration.  The  lack  of  advance  people 
and  the  continuing  habit  of  over  scheduling  the  number  of  events  leads  to  the  to 
the  East  Wing  looking  more  like  a  catering  hall  than  part  of  The  White  House.  If 
this  continues,  The  White  House  will  only  be  defined  by  the  numbers  of  events 
rather  than  the  style  and  grace  of  those  events.  This  Is  not  the  definition  this 
administration  wants.  Also  the  severe  over  scheduling  does  not  allow  The 
President  and  The  First  Lady  the  flexibility  they  would  like. 

Photo  opportunities  have  gotten  out  of  hand.  Sometimes  as  many  as  two 
hundred  people  participate  taking  hours  rather  than  the  fifteen  minutes  allotted. 
You  can  not  have  it  both  ways.  You  either  have  to  give  ttw  proper  amount  of  time 
or  be  realistic  about  the  numt>er  of  people  you  can  schedule. 

The  Kennedy  Center  box  should  be  handled  under  this  Department  in 
assodation  with  the  Political  Department.  Much  thought  should  be  given  to  who 
sits  in  the  box.  Histoncally  it  has  been  used  as  a  very  effective  tool.  Cun-enUy 
people  outside  the  White  House  think  the  box  is  now  a  liability  since  it 
sometimes  remains  otiensively  empty  at  important  events. 

We  offer  the  following  suggestions. 

1 .  Add  two  (2)  advance  people  to  the  staff. 

2.  Include  the  Soaai  Direaor  In  senior  staff  meetings. 

3.  Give  the  Soaal  Orector  more  power  to  curb  the  continuing  over  - 
scheduling  of  White  House  events. 

4.  During  photo  oppoaunities.  always  ANNOUNCE  the  President  rather  than 
let  him  just  wander  in  Besides  being  more  appropriate  to  the  office  It  will 
save  several  hours  ot  tme  per  week  and  give  more  darity  to  tfie  event 

5.  Transfer  the  management  of  the  Kennedy  Center  box  to  Xhe  Social 
Director  in  consultation  with  the  Political  Affairs  Department. 


^~—     001 4CC 
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6.  It  is  imperative  that  all  depanment  heads  contact  the  Social  Direaor 
BEFORE  scheduling  any  event  in  the  residence. 

CORRESPONDENCE 

The  Correspondence  Department  is  the  most  overloaded  department  of  all.  The 
mail  is  arriving  at  a  rate  of  forty  five  thousand  letters  a  day.  This  is  double  the 
amount  of  mail  any  previous  President  has  received.  So  far  only  about  sixty  five 
hundred  a  day  can  be  answered.  Taking  into  consideration  that  approximately 
twenty  five  thousand  are  mail-in  propaganda  pieces,  we  are  falling  behind  at  a 
rate  of  tNrieen  ttK>usand  five  hundred  per  dayl 

Because  It  is  so  seriously  understaffed,  the  department  is  in  danger  of  having  to 
destroy  hund'eds  of  thousands  of  pieces  of  mail  that  have  not  even  been  read 
much  less  answered.  The  thought  of  destroying  mail  quantities  this  large  is 
demoralizing  to  this  department  as  well  as  the  Rrst  Family.  What  should  be 
demoralizing  to  everyone  is  the  fact  that  for  each  letter  destroyed  there  is  one 
more  angry  ^terson  out  there  wtio  probably  voted  for  President  Clinton  .  It  is  a 
name  also  losrt  to  the  data  base  for  the  next  campaign. 

Steps  should  be  taken  to  increase  the  communication  between  this  department 
and  other  Wiite  House  groups.  Correspondence  is  one  of  the  White  l-iouse's 
most  valuablii  assets  and  should  be  respected  as  such.  We  should  also  seek  to 
build  and  us€  this  data  base  in  our  image  making  plan. 

We  offer  the  'ollowing  suggestions. 

1 .  Add  se\  enty  five  (75)  full  time  employees  for  a  limited  time  in  order  to 
reduce  the  backload  of  mail. 

2.  Find  off  ce  space  to  house  the  additional  people.  This  space  will  probably 
have  to  se  offsite. 

3.  Include  Correspondence  m  senior  staff  meetings. 

4.  Special  letters  should  be  handled  in  a  nnore  timely  manner.  Tfiey 
should  not  languish  on  the  President's  desk. 

5.  Boost  tiiis  unit's  morale  and  the  White  House  press  image  by  getting 

some  o  the  more  successful  pieces  of  correspondence  into  the  media 

stream.  ||ill^ 

CGE  801467 
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FUNDING 

There  are  other  broad  aspects  on  issues  of  Image  and  Style  that  will  be 
addressed  in  subsequent  documents.  The  suggestions  outlined  here  are  very 
simple  and  may  not  seem  significant  but  we  feel  they  are  the  first  steps  that 
should  t>e  taken  in  order  to  Improve  the  communication  flow  to  the  staff. 

We  realize  we  have  proposed  adding  personnel  even  though  there  is  no  money 
to  do  so.  Unless  staff  members  have  a  better  suggestion,  we  propose  that 
Presidential  Inaugural  Commission  surplus  funds  be  transferred  to  The 
Presidential  Inaugural  Foundation  which  is  qualified  as  tax-exempt  under  the 
IRS  code.  By  amending  the  Articles  of  Incorporation,  we  could  start  an  "intern*  or 
'scholar'  prog-am.  These  people  hired  under  the  program  could  then  be  utilized 
as  needed  on  the  staff.  We  have  additional  information  on  how  to  accomplish 
this  task  on  file. 

Knowing  that  there  are  many  places  surplus  Inauguration  funds  could  be  used 
we  only  want  io  point  out  once  again  that  in  our  opinion  it  is  imperative  to  defirte 
the  philosophy,  programs  and  goals  of  the  President  In  order  to  do  that  we  must 
start  with  the  small  steps  outlined  in  this  paper. 


CGE  001468 
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LAW  OFnCES 

WILUAM5  8  CONNOLLY 

725  TWELFTH  STREET,  N.W. 

WASHINGTON,  D.  C.  20005 

(202)  434-5000 

FAX  (202)  434-5029 


IDVARS  SIMMtTT  VILLI  AMS  (■•aO-lS*** 
PAUL  a.   CONMOLLT  (l»aa-l«7»> 


September   5,    1995 


BY   HAND 

Ms.  Barbara  Comstock 

Committee  on  Government  Reform  and  Oversight 
United  States  House  of  Representatives 
2157  Raybum  House  Office  Building 
Washington,  D.C.   20515-6143 

Dear  Ms .  Comstcck : 

As  I  have  informed  you  on  the  telephone,  this  firm  received 

on  July  27,  1953,  twenty-four  file  folders  of  documents  from  the 

White  House  ("Foster  Documents"): 

1.  Whitewater  Development 

2.  WJC- -Continuing  Legal  Education 

3.  HRC- -Arkansas  Law  License 

4.  Clinton  Exploratory  Committee 

5.  Clinton  Fund  Raiser  "Dream  Team"  Receptions 

6.  Clinton  Physician 

7.  White  House/Brookings  Project 

8.  Executive  Residence  Security 

9.  Arkansas  Home 

10.  Presidential  Retreat 

11.  Chenal  Property  Fact  Sheets 

12.  HRC:   Personal  &  Confidential 
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13.  HRC:   Financial 

14 .  WJC  and  HRC  Blind  Trust 

15.  First  Family- -Form  278 

16 .  Clinton  Financial  Statements 

17.  WJC--July  Amendment  to  1993  SF-278 

18.  WJC--1993  Chronological  File 

19.  Unlabelled  blue  folder 

20.  Unlabelled  green  folder 

21.  1992  Income  Tax  Returns 

22.  First  Family- -1993  Income  Tax  Returns 

23.  Clintons:   1992  and  1993  Projected  Income  Taxes 

24.  Clinton  Blind  Trust 

We  did  not  receive  in  the  Foster  Documents  any  "notebook  on  the 
Travel  Office  matter"  or  other  documents  which  appear  to  me  to  be 
documents  relating  to  the  "White  House  Travel  Office  matter",  as 
that  is  defined  in  Chairman  dinger's  July  13,  1995,  letter. 
Neither  did  we  receive  from  the  White  House  any  index  to  the 
Foster  Documents. 

Pursuant  to  the  Clinger  letter,  I  am  producing  herewith  for 
the  Committee  on  Government  Reform  and  Oversight  copies  of  such 
materials  from  the  Foster  Documents  as  I  believe  may  be 
responsive.   They  are  stamped  DKHCGROl  and  DKHCGR02 . 

There  are  also  three  other  documents  among  the  Foster 
Documents  which  may  be  responsive- to  the  Chairman's  request: 
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1.  One-page  facsimile  transmittal  sheet  from  Mike  Berman  to 

Vince  Foster,  dated  May  18,  1993,  transmitting  one-page 
memoreuidum  from  Mike  Berman  to  Vince  Foster  and  Mike 
Berman,  and  two-page  memorandum  from  Mike  Berman  to 
Vince  Foster  and  David  Watkins,  both  dated  May  18, 
1993,  and  re  "Issues  for  possible  review  by  OLC." 

2.  One  typewritten  page,  undated,  containing  what  appear  to 

be  draft  questions  concerning  "Scheduling  and  advance", 
"Providing  volunteers",  and  "Relationship  between 
organizations  and  the  White  House, "  with  certain 
handwritten  marginal  notes. 

3.  Four-page  typed  memorandum,  dated  May  23,  1993,  from 

Mike  Berman  to  Vince  Foster  and  David  Watkins,  re  "2nd 
draft  of  issues  for  review  by  OLC." 

I  believe  that  these  three  documents  may  be  subject  to  claims  of 

attorney-client  privilege,  work  product  privilege,  and  Executive 

Privilege  by  the  White  House.   (Because  there  was  so  much 

publicity  about  the  Foster  Documents,  we  deemed  it  the  more 

prudent  course  to  retain,  preserve,  and  safeguard  any  documents 

like  these  which  we  received  among  the  Foster  Documents,  and  such 

documents  are,  of  course,  available  to  the  White  House  Counsel's 

Office.)   I  am  sending  a  copy  of  this  letter  to  Jane  Sherburne, 

Esq.,  in  the  White  House  Counsel's  Office,  and  1  will  be  guided 

by  her  instructions  with  respect  to  these  three  documents. 

We  have  agreed  that  we  will  be  governed  by  the  same  rules  of 

document  production  as  govern  the  White  House.   The  protocols  for 

handling  documents  produced  by  the  White  House  are  set  out  in  Mr. 

Larsen's  letter  dated  August  1,  1995,  Ms.  Williams'  letter  dated 

August  9,  1995,  and  Mr.  Yarowsky's  letter  dated  July  7,  1995. 
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Accordingly,  I  designate  the  documents  I  am  producing  today 
"Highly  Confidential . " 

Sincerely, 

David  E.  Kendall/ 
cc:   Jane  Sherburne,  Esq.  I 
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J}h  WHITE  HOUSE 

WASHINGTON 

April  16,  1994 


Nancy  R.  Kingsbury 

Director 

Federal  Hunan  Resource  Managenent  Issues 

General  Governaent  Division 

General  Accounting  Office 

Washington,  O.C.  20548 

Re:   Paraoraph  D  of  February  14.  1994  GAP  Request 
CoMPJlation 

Dear  Ms.  Kingsbury: 

Enclosed  please  find  two  documents  responsive  to  this 
paragraph  and  reflecting  assignoents,  tasks,  or  roles  to  be 
carried  out  at  the  request  of  the  VThite  House  by  Harry  Thofflason: 

1.  Memorandum  from  Reta  Lewis  to  Harry  Thomason,  et  ano., 
dated  April  29,  1993. 

2.  Memorandum  entitled  "White  House  Project."   I  have 
deleted  the  last  page  of  this  Memo  because  it  raises  a  political 
issue  and  does  not  represent  any  additional  tasks  that  the  White 
House  gave  to  Mr.  Thomason. 

The  White  House  has  also  agreed  to  make  a  witness 
available  to  be  interviewed  about  this  project. 


Very  truly  yours. 


Associate  Counsel  to  the  President 
(202)  456-7901 


Date: 
Received  by: 


CGE  802612 
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MEMORANDUM 

TO:  Harry  Thonason  and  Mar)cle  Post 

FHOM:  Reta  J.  Lewis,  Special  Assistant  to  the 

President,  Political  Affairs 

DATE:  April  29,  1993 

RE;  Materials  for  White  House  Meetings 

Welcome  I   Enclosed  please  find  the  following  materials  which 
should  help  to  prepare  you  for  your  April  30  and  May  1  White 
House  Meetings: 

1.  Schedule; 

2.  Talking  Points; 

3.  HemoranduD  Regarding  Recurring  White  House  Events; 

4.  Drafts  of  the  President's  Schedule  from  February  through 

June  1993; 

5.  Drafts  of  the  Vice  President's  Schedule  from  April 

through  June  1993; 

6.  Drafts  of  the  First  Lady's  Schedule  from  February  through 

Hay  1993;  and 

7.  Drafts  of  the  Second  Lady's  Schedule  for  April  and  Hay 

1993. 


Z  hope  you  had  a  good  trip.   Z  look  forward  to  seeing  you 
tomorrow  morning  at  8:30  a.m.  at  the  17th  and  G  street  entrance 
of  the  OEOB.   We  should  have  an  exciting  and  fruitful  couple  of 
days  of  meetings. 

P.S.  As  you  can  see  from  your^  Schedule,  I  have  added  Sruca 
and  George  to  your  itinerary. 


23-470  96-13 
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THE  WHITE  House 
WASHINGTON 

FtidMj,  ApiU  30, 1993 
SrHEDm.K  FOR  HARRY  THOMASON  AND  MARKTE  POST 


8:40 

8;45  •  9:15 

9:15  -  9J0 
9:30  .  10:00 


Met  at  17th  &  G  Street  entrance  of  OEOB 

By  Reta  LewU  to  get  Thomason  and  Post 


Meeting  with  Bruce  Liadsey 
(Senior  Advisor  to  the  President) 

Obtain  Photo  ID 

Mflndv  Gmndwald 
(Media  Consultant) 


White  House 


Room  472 


10:00  -  11:20         Health  Care  Group 


Room  472 


Mandy  Gnindwald 

(Media  Consultant) 
Cancr  Eskew 

(Media  Consultant) 
Jeff  Tuchman 

(Producer  •  Consultant) 
Bob  Boorstin 
(Special  Assistant  to  the  President  for 
PoUcy  Coordination) 
CeL'a  Fischer 

(Health  Care  Consultant) 
Mclanne  Vcrveer 
(Deputy  Assistant  to  the  President  and 
Deputy  Chief  of  Staff  to  the  First 
Lady) 
Tom  Epstein 
(Spedal  Assistant  to  the  President  for 
Political  AfTairs) 


11:20-  11:40 


Break 
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11:40  •  1:00  Schedullny  and  Advance 


Marda  Hale 
(Assistant  to  the  President  and 

Director,  Scbeduliog  and  Advance) 
Anne  Walley 
(Deputy  Director  of  Scheduling  for  the 

President) 
Josh  King 
(Deputy  Director  of  Scheduling  for  the 

President) 
Stephanie  Street 
<Deputy  Director  of  Scheduling  for  the 

President) 
Isabelle  Tapia 
(Deputy  Assistant  to  the  President  for 

Scheduling  and  Advance) 
Patu'  Solis 
(Special  Assistant  to  the  President  and 

Director  of  Scheduling  for  the  First 
Udy) 


Room  472 


1:00  •  1:55  Lunch 

George  StepbanopouJos 
(Assistant  to  the  President) 


White  House  Mess 


2:00 .  3:20 


??otial  Evypts 


Stock's  Omce,  EW 


Anne  Stock 

(Special  Assistant  to  the  President  and 
Sodal  SccTCtaiy) 


3*^  •  4:00  Communicatiorn 


Ricid  Seidman 

(Deputy  Assistant  to  the  President  and 
Deputy  Director  of  Communications) 


Seidman's  Ofllce, 
West  Wing 
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4:05  •  4:45  COJJSSBSindsnSt 

John  Dwyer 

(Deputy  Director  of  Presidential 
CbrrespondeDce) 


Room  94  OEOB 


4:45  •  5:45  PnllMral  AfTalra 

Rahm  Emanuel 
(Assistant  to  the  Piesident  and 

Director,  Political  Affairs) 
Joan  Baggett 
(Deputy  Assistant  to  the  President  and 

Deputy  Director,  Political  Affairs) 
Reta  Lewis 

(Special  Assistant  to  the  President  for 
Political  Affairs) 


Room  115  OEOB 
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SATtJRDAY  MAY  1.  1993 

t 
I 

11  JO  .  12:25    rommunlcatloin  Myers's  Office,  WW 

Dee  Dee  Mycn 

(Deputy  Assistant  to  the  President  and 
Press  ScCTetary) 


12  JO  •  1:25  ConvevBHce  of  Message  Room  180  OEOB 

David  Dreyer 

(Deputy  Assistant  to  the  President  and 
Director  of  Planning) 


IJO  -  2:25  Media  Room  180  OEOB 

Jeff  Eller 

(Deputy  Assistant  to  the  President  and 
Director  of  Media  Affairs) 


rr^^^  -  ^-'g^ 
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THE  WHITE  HOUSE 
WASHINGTON 

Friday,  April  30, 1993 
SrHEDUT.E  FOR  HARRY  THOMASON  AND  MARKIE  POST 


8:40  Met  at  17th  &  G  Street  entrance  of  OEOB 

By  Reta  Lewis  to  get  Tbomason  and  Post 

8:45  •  9:l.'i  Meeting  with  Bruce  Lindsey  White  House 

(Senior  Advisor  to  the  President) 

9:15  .  9:30  Obtain  Photo  ID 

9 JO  •  10:(K)  Mflndv  Gnindwald  Room  472 

(Media  CoosiiJtant) 


10:00  .  11:20         Heaith  Care  Grouo  Room  472 

Mandy  Gnmdwaid 

(Media  Consultant) 
Caner  Eskew 

(Media  Consultant) 
Jeff  Tuchman 

(Producer  -  Consultant) 
Bob  Boorstin 
(Special  Assistant  to  the  President  for 
PoUcy  Coordinadon) 
CeUa  Fischer 

(Health  Care  Consultant) 
Mclanne  Verveer 
(Deputy  Assistant  to  the  President  and 
Deputy  Chief  of  Staff  to  the  First 
Lady) 
Tom  Epstein 
(Spedal  Assistant  to  the  President  for 
Political  Affairs) 

11:20-11:40         Break 
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11:40-1:00  Sfhediillny  and  Adviince  Room  472 

Marda  Hale 
(Assistant  to  the  President  and 

Director,  Scheduling  and  Advance) 
Anne  Walley 
(Deputy  Director  of  Scheduling  for  the 

Presideot) 
Josh  King 
(Deputy  Director  of  Scheduling  for  the 

Presideat) 
Stephanie  Street 
(Deputy  Director  of  Scheduling  for  the 

Presideot) 
Isabelle  Tapia 
(Deputy  Assistant  to  the  President  for 

Scheduliog  and  Advance) 
Patti  Soils 
(Special  Assistant  to  the  President  and 

Director  of  Scheduling  for  the  First 
Lady) 

1:00  •  1:55  Lflndl  White  House  Mess 

George  Stepbanopoulos 
(Assistant  to  the  President) 

2:00  -  3:20  Socla!  Eventi  Stock's  Omce,  EW 


Anne  Stock 

(Spedal  Assistant  to  the  President  and 
Sodal  Seaetaiy) 


3:25  •  4:00  Comtnunicattons  Seidman's  OCDce, 

West  Wing 
Ridd  Seidman 

(Deputy  Assistant  to  the  President  and 
Deputy  Director  of  Communicatioos) 
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4:05  •  4:45  Correjonndence  Room  94  OEOB 

John  Dwyer 

(Deputy  Director  of  Presidential 
Correspondence) 

4:45  •  5:45  Polttlgal  AtTntn  Room  115  OEOB 

Rahffl  Emanuel 
(Assistant  to  the  President  and 

Director,  PoL'tical  Affairs) 
Joan  Baggett 
(Deputy  Assistant  to  the  President  and 

Deputy  Director,  Political  Affairs) 
Reta  Lewis 

(Spedai  Assistant  to  the  President  for 
PoUiical  Affairs) 
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11  JO  -  12:25    rommunlcatlons  Myers's  Omce,  WW 

Dee  Dee  MycR 

(Deputy  Assistant  to  the  President  and 
Press  Seaetaiy) 


12  JO  .  1.25  Conveyance  of  Message  Room  180  OEOB 

David  Drcyer 

(Deputy  Assistant  to  the  President  and 
Director  of  Planning) 


1:30  •  2:25  Media  Room  180  OEOB 

Jeff  EUer 

(Deputy  Assistant  to  the  President  and 
Director  of  Media  Affairs) 


390 

TAT.KINC  POINTS  FOR  HARRY  THOMASON  AND  MARKTE  POST 


Mandv  Grundwald 

Prrsidential  Image: 


Where  we  are,  where  we  should  be  aod  bow  we  get 
there. 


HgfllllLCan?  Group 

Ccnveyance  of  health  care  message: 

•  Plan  for  the  introduction  of  the  plan. 

•  Plan  for  the  campaign  to  build  support  for  the 

plan. 

•  Health  care  video.  Status,  message,  production 

issuer 

Schg^uljrg  and  Advance 

UiC  of  events  to  sha[>e  image  and  message: 

•  Discussion  of  types  of  events  which  should  be 

scheduled  to  maintain  and  modify  image. 

-  Advance  -  how  is  our  picture?  Does  it  convey 
what  we  want  on  the  T.V.  saeen? 

•  What  can  advance  teams  do  to  set  the  stage, 

background,  foreground,  mood  and  picture  in 
the  field? 
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Do  we  need  a  picture  and  event  audit  where  an 
entertainment  industry  professional  would 
travel  on  a  number  of  events  and  audit  our 
program? 

Do  we  need  to  school  our  advance  people  in  the 
art  of  creating  the  pictiu-e  and  setting  the 
mood? 


Soctal  Events 

Use  of  White  House  and  other  social  events: 


Attached  is  a  partial  list  of  what  events  have 

occurred  at  the  White  House  over  a  three  year 
period.  Are  these  evenu  the  best  use  of  the 
White  House? 


-  How  should  we  change  the  use  of  the  While  House? 

-  What  kinds  of  social  events  should  we  stage 

outside  of  the  White  House?   Setting  the  mood 
and  staging  for  these  kind  of  events. 


CommunlcattoTH 

Shaping  the  message: 


-  Dircaion  of  the  theme  of  the  Presidency  and 

communication  of  that  theme  through  the 

media. 

•  Emphasis  on  direction  and  means. 

-  Where  should  press  conferences  with  the  White 

House  press  corps  occur? 

-  b  the  staging  right  for  White  House  press 

conferences? 
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What  picture  should  be  transmitted?  Camera 
angle? 


rftfTT^P""^*"" 


Look,  feel  and  message  conveyed  through  White  House 
correspondence. 


ppntlcal  AfTalrt 

Hollywood  and  the  White  House: 

•  Ways  to  continue  and  maintain  the  relationships 

with  Hollywood  which  were  built  during  the 
campaign. 

•  People  to  whom  we  should  reach  out  Aiqr  fences 

that  need  mending? 


('qnpiifitcBttons 


Shaping  the  message: 


•  Direction  of  the  theme  of  the  Presidency  and 

communication  of  that  theme  through  the 
media. 

•  Emphasis  on  direction  and  means. 

-  Where  should  press  conferences  with  the  White 

House  press  corps  occur? 

-  Is  the  staging  right  for  White  House  press 

conferences? 

-  What  picture  should  be  transmitted?  Camera 

angle? 
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f  l^nvwiinrg  of  MMsagg 

Macro  examination: 


•  Better  ways  to  conununicate  the  substance  of  the 

message  and  the  President 

•  New  avenues  and  technologies  we  can  try  to  help 

convey  to  message. 

•  How  do  people  perceive  messages  through  T.V.  and 

other  medium?  Best  use  of  words,  visuals, 
visual  aids,images,  sounds  and  feelings. 

•  How  can  entertainment  industry  professionals  and 

technicians  help. 


Media 


Use  of  media  and  technology: 


Discussion  of  message  and  theme  of  the 
Presidency. 

Are  wc  state  of  the  art  with  our  use  of 
available  media  and  technologies? 

Better  means  of  communicating  with  local  press. 

Use  of  town  meetings.  Setting  the  stage,  feel 

and  picrure  conveyed  in  the  meetings.  Use  of 
entenaioment  industry  production 
techniques. 

Radio  addresses.  Any  issues? 
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April    27,    19»3 


MEMORANDUM  FOR  ADAM  GOLODNER 

OFFICE  OF    POLITICAL  AFFAIRS 


FROM:  JACQUELINE    CRAGi 

OEOB   LIBRARY 


'■&$/ 


SUBJECT:       Recurring  White  House  events 

There  is  no  one  satisfactory  way  to  answer  your  request  for  a 
list  of  events  which  occur  annually.   What  I  did  was  scan  the 
Public  Papers  of  the  Presidents  in  two  places  :  Appendix  A, 
"Digest  of  Other  White  House  Announcements",  which  includes  the 
president's  meetings  where  he  does  not  have  any  recorded  remarks, 
and  the  "Documents  Categories  Index  —  Addresses  and  remarks"  for 
meetings  where  he  does.   This  is  not  a  totally  accurate  source, 
but  it  is  as  close  as  we  can  get.  I  scanned  three  years,  1987, 
1988  and  1989  (Reagan  and  Bush) .  Unfortunately,  earlier  years  of 
the  Public  Papers  is  not  structured  in  a  way  that  would  let  me 
check  Carter  or  early  Reagan. 

The  three  lists  which  are  attached  will  need  to  be  compared  for 
you  to  decide  which  are  the  annual  events.   As- you  can  see,  the 
Easter  Egg  Roll  only  shows  up  once  and  the  turkey  presentation 
twice,  even  though  we  know  these  are  annual  events.   Other  events 
which  involve  only  the  First  Lady  do  not  appear  at  all  —  for 
example,  the  arrival  of  the  White  House  Christmas  tree.   Perhaps 
the  Office  of  the  First  Lady  could  help  you.   I  included  lots  of 
events  on  the  lists  which  only  happen  once,  but  which  are  annual 
possibilities  (poster  children,  for  example). 

I  suggest  that  you  contact,  if  you  haven't  already  done  so,  the 
White  House  Social  Office,  who  might  have  what  you  are  looking 
for.  Another  possible  source  is  the  Usher's  Office.   I  talked. to 
the  Photo  Office,  the  president's  diarist,  and  the  Curator's 
Office,  but  no  one  had  such  a  list. 

Another  thing  to  consider  is  the  various  awards  which  the 
president  presents  from  time  to  time.   I  suggest  that  you  contact 
the  Executive  Clerk's  Office  for  information  about  those. 
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WHITE   HOUSE    PHOTO   EVENTS,    1989 

8ouro*«    t    Publio  Papara   of   the   Preaidenta.   Xppaadix  A    (Dlgaat  of 
Otbor  miita  Boua*  Ansounceaants)    and  Docuaent  Categories  List, 
Addressee  asd  Reaarks. 

2/3  Super  Bowl   chaaplons 

2/16  Easter  Seal  Poster  Child 

3/3  Winners  of  Westlnghouse  Science  Talent  Search 

3/24  Oaytona   500  winner 

3/27  White  House  Easter  Egg  Roll 

4/12  NCAA  basketball   champions    (aen's     and  women's  teams) 

5/3  NCAA  swiaoing  champions 

NCAA  hockey  champions 
6/16  NCAA  baseball   champions 

8/1  Barbecue   for  members  of  Congress 

10/31  Halloween  party   for  schoolchildren 

11/7  World  Series  champions 

11/14  Official  Christmas  Seal   presented  by  American  Lung 

Assoc. 
11/17  Thanksgiving  proclamation   signing  and  presentation  of 

turkey  by  National  Turkey  Federation 
12/11-         Congressional   Christmas   Ball    followed  in  the  next  days 

by  various   Christmas   receptions 
12/14  Lighting  of  National   Christmas  Tree,   Christmas  Pageant 

of  Peace 


Various  dates  :  crew  members  of  shuttle  missions 
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1987 


2/2  National  Collegiate  Football  champions 

2/13  Super  Bowl  champions' 

2/19  March  of  Dimes  poster  child 

4/2  HCAA  basketball  champions  (women) 

4/3  NCAA  basketball  champions  (men) 

7/30  Multiple  Sclerosis  Mother  &  Father  of  the  Year 

9/16  Arthritis  Foundation  poster  child 

9/22  Congressional  Barbecue 

9/24  Asthma  and  Allergy  Foundation  poster  child 

10/29  World  Series  champions 

11/12  Official  Christmas  Seal  presented  by  American  Lung 

\ssoc. 

11/19  Epilepsy  Foundation  poster  child 

12/2  MCAA  women's  field  hockey  champions 

12/7  Lighting  of  National  Christmas  Tree 

12/15  Congressional  Christmas  ball 

12/16-  Christmas  parties  for  WH  press  corps,  EOF  staff 

Occasional:  America's  Cup  winners 


397 


1988 


1/4  Sports  Illustrated  Sportsmen  and  Sportswonen  of  the 

Year 

1/19  March  of  Dines  poster  child 

1/29  NCAA  football  champions 

2/3  Super  Bowl  champions 

2/9  Boy  Scouts  of  America  annual  report  presented 

2/25  Easter  Seals  presented 

3/8  U.S.  Winter  Olympic  team 

3/17  Shamroc)cs  presented  by  Irish  ambassador 

4/11  NCAA  men's  and  women's  basketball  teams 

4/14  Teacher  of  the  Year 

4/19  Heisnan  Trophy  winners 

5/5  NCAA  hockey  champions 

6/30  Multiple  Sclerosis  Mother  &  Father  of  the  Year 

7/8  Indianapolis  500  winner 

9/15  Congressional  barbecue 

9/28  Boys  Club  Youth  of  the  Year 

10/24  U.S.  Olympic  Team 

10/26  World  Series  Champions 

11/18  Thanksgiving  turkey  presentation 

11/28  Christmas  Seals  presentation 

12/4  WH  reception  for  Kennedy  Center  Honorees 

12/12  Congressional  Christmas  ball 

12/14,15  WH  press  corps  Christmas  party 

12/15  Lighting  of  National  Christmas  Tree 

Various  Space  shuttle  crews 
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MISSION 

We  have  been  invited  to  study  White  House  procedures  In  order  to  improve  the 
use  of  Th9  White  House  as  a  tool  for  more  dearly  defining  the  philosophy, 
programs  and  goals  of  the  President,  the  Rrst  t^dy.  and  this  administration. 
There  Is  gonerai  consensus  that  the  manner  In  which  the  Rrst  Family  chooses  to 
use  The  '/Vhite  House  will  be  a  significant  factor  In  how  many  Americans 
perceive  t  ^em.  Through  the  use  of  White  House  events,  we  hope  to  not  only 
create  a  consistent  trademark  Image  and  style  for  the  Qintons.  txit  also  reflect 
their  interc  st  in  making  what  Is  best  and  brightest  in  American  culture,  art.  and 
entertainmant,  both  accessible  and  desirable  to  the  public  at  large. 

In  researcfiing  ways  to  use  The  White  House  more  effectively,  our  methodology 
included:  ( i)  Talking  to  personnel  In  each  department.  (2)  Talking  to  people  who 
have  worked  in  other  administrations.  (3)  Studying  written  information  that 
exists  on  methods  used  in  past  administrations. 
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Over  the  next  few  weeks,  we  expect  to  prepare  several  papers  addressing  the 
minutiae  of  how  things  might  be  improved  and  a  bible  addressing  how  to  put  the 
personal  style  of  the  Clintons,  their  intellectual  and  artistic  preferences,  into 
events  (both  formal  and  informal,  traditional  and  ground  breaking)  at  The  White 
House.  However,  we  think  It  Is  very  important  to  present  this  first  overview  now, 
addressing  some  of  the  most  obvious  problems  that  need  to  and  can  be  rectified 
Immedlatelyl  We  are  also  acutely  aware  that  any  plans  we  discuss  and/or 
Implement  will  probably  pertain  to  ail  aspects  of  the  system.  Therefore,  we  are 
addressing  all  aspects  of  the  system.  Our  goal  Is  not  to  inundate  you  with  more 
bureaucracy,  but  to  provide  you  some  real  and  viable  solutions,  that  will  In  tum, 
make  your  task  easier. 

CURRENT  IMAGE 

Current  opinion  on  the  image  of  The  White  House  and  the  staff  In  general  seems 
to  be  that  it  Is,  In  varying  degrees,  underpeopled.  overworked,  harried,  slightly 
disorganized,  reactive,  and  Inconsistent  in  style.  Now  before  you  throw  up  your 
hands  In  despair,  that  is  only  one  predominant  perception,  and  certainly  not  the 
whole  story.  On  the  plus  side,  in  terms  of  sheer  human  potential,  our  bounty  is 
great.  Throughout  our  interviews.  Inside  and  outside  The  White  House, 
everyone  commented  again  and  again  that  this  particular  staff  is  one  of  the 
brightest  most  Industrious,  most  innovative  and  loyal  groups  to  ever  inhabit  this 
arena.  Also,  most  impressive  was  the  fact  that  in  interviewing  dozens  of  staff 
numbers  over  a  two  day  period,  not  one  person  tried  to  blame  anyone  else  in 
any  other  department  for  whatever  was  not  working  (probably  a  landmark 
occurrence  In  Washington  fact  finding).  Instead,  every  Clinton  staffer 
concentrated  on  candid  but  positive  assessments  of  how  things  could  be 
improved.  Foliowing  the  staffs  lead,  we  now  intend  to  Illuminate  the  significant 
problems  currently  and  commonly  facing  us  and  the  most  positive  and  effective 
ways  of  correcting  them. 

OVERVIEW 

Of  all  the  factors  discussed  during  our  rese^arch,  the  decision  to  reduce  White 
House  expenditures  by  25%  appears  to  have  had  the  most  negative  Impact  on 
current  operations.  This  cut  would  have  been  acceptable  had  It  not  been 
coupled  with  new  restraints  on  how  public  funds  may  be  spent    (restraints  that 
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did  not  apply  to  the  last  administration).  As  a  result  of  this  coupling,  key 
departments  have  been  dedmated.  sometimes  operating  staffs  only  one*  fourth 
as  large  as  their  predecessors.  We  cannot  over-emphasize  how  much  the  acute 
shortage  of  personnel  is  adversely  effecting  the  current  day-to-day  operations  of 
The  White  House.  This  human  defldt  has  led  to  a  breakdown  of  communications 
between  departments.  The  breakdown  of  communication  has  led  to  a 
permanent  reactive  mode  in  which  far  too  much  time  and  energy  is  spent 
responding  to  dally  crises  rather  than  creating  new  ideas  and  planning  positive 
long  range,  Interlocking  multi-categorled  events.  The  breakdown  of  long-range 
event  planning  has  robbed  the  President  and  Rrst  Lady  of  a  consistent,  original 
style  and  identity  for  which  they  have  always  been  known.  It  is  imperative  that 
we  now  create  an  environment  in  which  their  very  original  personal  style, 
Innovative  character,  keen  intellect,  and  sincere  appreciation  for  sodal,  cultural 
and  artistic  endeavor  and  achievement  can  flourish. 

We  will  briefly  present  an  overview  of  each  department  In  this  paper  and  we  will 
only  mention  the  major  items  that  we  think  can  be  addressed  invnedlately. 
Frankly,  there  is  nothing  you  can  or  probably  should  do  to  reverse  the  budget 
cuts.  But  while  you  are  learning  to  function  with  what  budget  you  have,  we  wiD 
be  Investigating  an  independent  source  of  financing  which,  if  implemented, 
would  allow  many  of  you  to  increase  the  number  of  people  on  your  staffs,  at 
least  for  the  duration  of  this  very  crudal  and  defining  first  year. 

SCHEDUUNG  AND  ADVANCE 

A  heavy  burden  falls  on  this  department  in  matters  of  day  to  day  operations. 
It  is  one  of  the  departments  most  affected  by  the  cutback.  TTiere  are  currently 
only  four  full  time  advance  people  (compared  to  approximately  fifteen  (15)  in  the 
past  two  admlnistratiorts). 

The  Image  presented  by  Scheduling  and  Advance  at  various  functions  and 
events  is  sometimes  inferior  t>ecause  they  are  so  overwhelmed  by  the  numtMr  of 
events  that  they  can  only  concentrate  on  the  execution  of  the  event  and  not  the 
visuals.  Advance  is  also  getting  very  little  lead  time  on  the  schedule  because 
there  seems  to  be  a  decision  closure  problem  on  events.  Not  necessarily  tfie 
major  decisions  but  minor  ones  that  still  effectWeiy  stall  this  unit 
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There  Is  no  slot  for  a  receptionist  for  this  department  This  Job  is  filled  by 
volunteers  and  therefore  continuity  is  disrupted.  This  Is  compounded  by  the 
amazing  fact  that  the  phones  have  no  message  center  capability. 

Knowing  that  we  are  only  hitting  the  broad  strokes  and  wOl  address  minutiae 
later,  we  make  the  following  recommendations  for  this  department 

1.  Immediately  Install  message  capability  on  the  departments  phones. 

2.  Immediately  add  three  (3)  full  Ume  advance  people 

3.  Hire  one  (1)  additional  advance  person  that  does  nothing  except  oversee 
visual  (oncepts  of  the  events.  We  would  be  happy  to  offer  names  for  this 
position  if  requested. 

4.  Other  departments  that  create  events  should  strive  to  effect  long  range 
plans  .ind  communicate  these  plans  to  tNs  department  We  should  be 
seeing  crowds  of  twenty  and  thirty  tfK>usand  on  the  road  Instead  of  the 
four  and  five  thousand  we  are  seeing  now.  The  aowds  still  want  to  turn  out 
but  ou*  lack  of  time  severely  Inhibits  our  crowd  builders. 

5.  Finally  we  should  Immediately  hold  a  seminar  for  our  advance  teams  on 
how  to  get  the  most  appealing  visuals  from  our  events.  This  Is  one  of  the 
FEW  vrays  we  can  use  members  of  the  Hollywood  oonununity.  We  are 
assured  the  best  and  brightest  art  directors  and  set  decorators  would  be 
glad  to  devote  a  day  of  their  time  to  this  project 

COMMUNIC\  ATION 

We  have  ccnbined  communications,  message  and  media  into  one  category  for 

this  preliminary  paper.  A  more  detailed  paper  will  follow. 

These  Oep;irtments  also  suffer  trom  being  understaffed  .  This  point  Is  most 
dramatically  confirmed  by  the  fact  that  this  group  has  three  (3)  full  time 
speechwrites  as  opposed  to  the  twelve  (12)  that  the  last  occupants  of  the  White 
House  had.  We  noticed  In  examining  the  schedule  that  there  were  eight  major 
speeches  Ir  one  six  day  period.  To  say  this  Is  overioad  for  three  speechwrlters 
(and  the  Pre  sident  for  that  matter)  would  be  putting  it  mildly.  We  also  looked  at  a 
list  of  all  ciinceled  events  of  the  past  several  months.  They  ranged  from  a 
canceled  Town  Meeting  to  a  Union  Station  train  appearance  and  represented 
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dozens  of  wasted  manhours  preparing  for  these  events.  Since  tills  staff  Is 
operating  with  fewer  people,  long  range  planning  becomes  even  more  critical  so 
that  we  might  avoid  wasted  effort 

We  will  repeat  that  everyone  seems  to  have  a  feeling  that  we  are  unfocused  at 
the  moment  Pm  sure  that  everyone  has  heard  this  ad  naseum  and  It  deserves 
no  further  discussion  here  other  than  to  say  maybe  the  message  should  be, '  It's 
the  focus.  stupidT. 

Continuing  to  point  out  the  obvious  we  would  like  to  remind  everyone  that  the 
campaign  was  most  successful  when  large  numbers  of  people  had  pertinent 
Information.  Pichard  MIxon  once  said  that  during  the  campaign  everybody  talics 
to  each  otrier  but  when  they  get  to  Washington  they  quit  talking  and  start 
reading  the  Wiishington  Post  Nixon  was  right  so  quit  reading  the  Post  and  start 
communicajncii 

It  Is  not  in  our  Mission  to  suggest  policy  decisions  to  communication  but  we 
would  like  to  o:fer  the  following  items  for  your  considerations. 

1 .  A  reprssentative  of  the  speechwriters  should  be  in  senior  staff  meetings. 
Great  :ind  eloquent  speeches  need  time  to  incubate  and  attendance 

at  the!  e  n  leetings  will  give  the  speechwriters  a  much  better  overview  of 
what  they  lave  to  plan  for  In  the  long  run 

2.  Lookiig  at  past  White  House  Schedules  our  group  believes  that  the 
number  ot  events  the  President  is  scheduled  for  should  be  cut  by  twenty 
five  p€  rce  It  We  know  It  is  hard  to  enforce  this  kind  of  schedule  but  you  will 
ultima  ely  teve  to  do  it  so  you  might  as  well  start  now. 

3.  We  p  op<  se  that  for  obvious  reasons  you  add  two  (2)  members  to  the 
writers  gt  sup. 

SOCIAL  E ZESTS 

This  depar:me  it  more  than  any  other  conveys  the  Image  of  the  President  and 

First  L^dy.  Thdre  is  also  no  department  that  has  a  greater  need  to  know  what  is 

going  on.  iJnfoiunateiy  this  seems  to  be  the  department  that  is  last  to  get  the 

word. 
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Of  ali  the  social  events  held  at  the  White  House  there  has  only  been  enough 
lead  time  to  send  written  Invitations  to  FOUR  events.  This  Is  the  most  damming 
indictment  of  the  lack  of  long  range  planning. 

This  department  has  NO  advance  people  as  opposed  to  three  full  Hme  advance 
people  assigned  to  the  previous  administration.  The  lacic  of  advance  people 
and  the  continuing  habit  of  over  scheduling  the  number  of  events  leads  to  the  to 
the  East  Wing  looking  more  like  a  catering  hall  than  part  of  The  White  House.  If 
this  continues,  The  White  House  will  only  be  defined  by  the  numbers  of  events 
rather  than  the  style  and  grace  of  those  events.  This  is  not  the  definition  this 
administration  wants.  Also  the  severe  over  scheduling  does  not  allow  The 
president  and  "Hie  Rrst  Lady  the  flexibility  they  would  like. 

Photo  opportunities  have  gotten  out  of  hand.  Sometimes  as  many  as  two 
hundred  people  participate  taking  hours  rather  than  the  fifteen  minutes  allotted. 
You  can  not  have  It  both  ways.  You  either  have  to  give  the  proper  amount  of  time 
or  be  realistic  about  the  number  of  people  you  can  schedule. 

The  Kennedy  Center  box  should  be  handled  under  this  Department  In 
association  with  the  Political  Department.  Much  thought  should  be  given  to  who 
sits  in  the  box  Historically  it  has  been  used  as  a  very  effective  tool.  Currently 
people  outside  the  White  House  think  the  box  is  now  a  liability  since  it 
sometimes  remains  offensively  empty  at  important  events. 

We  offer  the  following  suggestions. 

1.  Add  two  (2)  advance  people  to  the  staff. 

2.  Include  the  Social  Director  in  senior  staff  meetings. 

3.  Give  the  Sodal  Director  more  power  to  curb  the  continuing  over  • 
scheduling  of  White  House  events. 

4.  During  photo  opportunities,  always  ANNOUNCE  the  President  rather  than 
let  him  just  wander  in.  Besides  being  more  appropriate  to  the  office  It  will 
save  several  hours  of  tinra  per  week  and  give  more  darity  to  the  event 

5.  Transfer  the  management  of  the  Kennedy  Center  box  to  the  Social 
Director  in  consultation  with  the  Political  Affairs  Department 
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6.  It  is  imperative  that  all  department  heads  contact  the  Sodal  Director 
BEFORE  scheduling  any  event  In  the  residence. 

CORRESPONDENCE 

The  Correspondence  Department  is  the  mosX  overloaded  department  of  all.  The 
mall  is  arriving  at  a  rate  of  forty  five  thousand  letters  a  day.  TNs  is  double  the 
amount  of  mail  any  previous  President  has  received.  So  far  only  about  sixty  five 
hundred  a  day  can  be  answered.  Taking  into  consideration  that  approximately 
twenty  five  thousand  are  mail-in  propaganda  pieces,  we  are  failing  behind  at  a 
rate  of  thirteen  thousand  five  hundred  per  dayl 

Because  It  is  so  seriously  understaffed,  the  department  is  in  danger  of  having  to 
destroy  hundreds  of  thousands  of  pieces  of  mail  that  have  not  even  been  read 
much  less  answered.  The  thought  of  destroying  maO  quantities  this  large  Is 
demoralizing  to  this  department  as  weD  as  the  First  Family.  What  should  be 
demoralizing  to  everyone  is  the  fact  that  for  each  letter  destroyed  there  is  one 
more  angry  person  out  there  who  probably  voted  for  President  Cnnton  .  It  is  a 
name  also  lost  to  the  data  base  for  the  next  campaign. 

Steps  should  t>e  taken  to  Increase  the  communication  between  this  department 
and  other  White  House  groups.  Correspondence  is  one  of  the  White  House's 
most  valuable  assets  and  should  be  respected  as  such.  We  should  also  seek  to 
build  and  use  this  data  base  In  our  Image  making  plan. 

We  offer  the  following  suggestions. 

1 .  Add  seventy  five  (75)  full  time  employees  for  a  limited  time  In  order  to 
reduce  the  bacMoad  of  mail. 

2.  Find  office  space  to  house  the  additional  people.  TNs  space  will  probably 
fiave  to  be  offslte. 

3.  Include  Correspondence  in  senior  staff  meetings. 

4.  Spedal  letters  should  be  handled  In  a  more  timely  manner.  They 
should  not  languish  on  the  Presldenfs  desk. 

5.  Boost  this  unifs  morale  and  the  White  House  press  image  by  getting 
some  of  the  more  successful  pieces  of  correspondence  into  the  media 
stream. 
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HARRY  THOMASON 


PRESIDENTIAL 

INAUGURAL 

COMMITTEE  $$$ 
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PRESIDENTIAL  INAUGURAL  COMMITTEE 

AND  FUNDING  OF  WHITE  HOUSE 

"VOLUNTEERS" 


"Tues  a.m.  5/11  [93]  "Mtg  with  Bennan,  Thomason,  Waticins  in 
David's  office  to  discuss  possible  uses  of  PIC  money  to  support  WH 
goals  and/or  operations,  including  correspondence  response  backlog 
and  advance." 

First  calendar  entry  in  Vince  Foster's  Travel  Office  file 
labelled,  "Attorney  Client  Privileged  in  anticipation  of 
litigation 


"Q  -  intent  to  reprogram  trave1....can  be  paid  by  3rd  parties" 

PIC  =  C4  ...  can  give  to  C3  and  U.S.  govt...Greater  Washington  Fdn 
-  C3  a  vehicle  to  give  $$  without  setting  up  own  fdn" 

Entries  in  Vince  Foster  diary 


"We  realize  we  have  proposed  adding  personnel  even  though  there 
is  no  money  to  do  so.   Unless  staff  members  have  a  better 
suggestion,  we  propose  that  Presidential  Inaugural  CfMnmission 
surplus  funds  be  transferred  to  the  Presidential  Inaugural  Foundation 
which  is  qualified  as  tax-exempt  under  the  IRS  code.   By  amending 
the  Articles  of  Incorporation,  we  could  start  an  "intern"  or  "scholar" 
program.   These  people  hired  under  the  program  could  then  be 
utilized  as  needed  fm  the  staff.  We  have  additional  information  on 
how  to  accomplish  this  task  on  file." 

"White  House  Project"  memo  by  Harry  Thomason 
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W.  EMgRAWOVM 


TO; 

Vince  Foster 
David  WatJclns 

FROM: 

HlXe  Berman 

DATE: 

May  18,  1993 

SUBJECT: 

Attached 

I  an  e]ii.'}2urrasEed  for  thb  delay  but  as  you  loiow  other  activity  has 
interfered  with  getting  tu  this.  This  is  a  first  cut  done  at 
about  5:00  a. a.  this  ino>n .ng  for  you  all  to  reflect  on.  I  will  do 
an  additional  cut  on  Th\u:^iday. 

Please  let  jne  know  if  y»;u  r  notes  reflect  that  I  have  left 
ajiything  out.  I  have  coxanints  on  a  number  of  these  questions  and 
will  add  them  on  Thursday. 

We  will  want  to  go  over  tiis  stuff  with  Deborah  and  with  Lynn. 
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MEMORAWDUM 

TO:  Vincc  Post*r 

KiXe  Bcman 

FROM:  .         MiJce  B«nnan 

DATE:  May  18,    1993 

StTBJXCT:   Issues  for  possible  review  by  OLC 


our  Bost  recent  discussion  resulred  in  several  issues  that 
should  be  reviewed  by  t^«e  Wbite  House  Counsel's  Office  and  the 
Office  of  Legal  Counsel  in  the  Departnent  of  Justice. 

In  all  of  these  sii,u<itions  the  priaary  issue  is  whether  or 
not  the  activity  or  f units  provided  by  a  non-governmental  source 
will  result  in  a  prohibl.t<id  augnentation  of  appropriations. 

There  is  also  the  i.s;ue  of  constraints  that  are  placed  by 
law  on  the  activities  of  certain  exeiapt  organizations. 

It  is  assumed  that  all  of  the  volunteered  efforts  or  funds 
will  be  directed  to  supporting  official  activities  not  political 
activities.  By  official  I  icean  activities  that  could  be  paid  for 
with  appropriated  funds . 

Schedulimi  and  advance 

1)  May  .1  501(c)(3)  or  2  501(c)(4)  properly  provide  voluntary 
advance  s-jrvices  to  the  Vhite  House  by  hiring  a  consulting  firm 
that  woul>3  essentially  piovide  "turnkey"  advance  of  particular 
events  with  supervision  ty   White  House  staff  members? 

2)  Is  it  possible  fo)  ;,  501(c)(3)  or  a  501(cJ(4)  to  hire 
individuals  and  make  tl^en  available  as  volunteers,  essentially  on 
a  full  ti.-ne  basis,  to  ^d"ance  official  trips? 

Is  it  possible  for  vhose  same  organizations  to  pay  the 
expenses  of  those  voluiit.iers  while  they  are  advancing  including 
travel,  living  acconcd'tt  lOns,  food,  local  transportation  etc. 

Is  it  possible  for  :hose  organizations  to  pay  so-called 
"event  costs"  includin-;  Jound  systeos,  lights,  staging, 
advertising  etc? 
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3)  le  it  possibl*  to  u«e  excess  campaign  funds  in  the  Gore  for 
Senate  Conmittee,  The  ClJ,n':on  for  President  Committee  and  the 
Clinton/Gore  General  Ele.;t.on  Compliance  Fund  to  pay  the  costs  of 
scheduling  and  advancing  official  trips  including  salaries, 
transportation  and  livin.f  -ixpenses  for  advance  people  and  event 
costs? 

4)  If  it  is  possible  for  a  tax  exempt  organization  to  provide 
volunteers  on  its  payroll  lo  serve  as  advance  people  would  it  be 
permissible  for  excess  c»iapaign  funds  to  be  used  to  pay  the 
expenses  of  those  volunt-ier  advance  people  and  event  costs? 

5)  If  a  tax-exempt  organization  can  provide  persons  on  its 
payroll  as  voluteers  can  it  pay  the  costs  of  recruiting  and 
training  people  in  the  art  and  techniques  of  advance?  (These 
costs  would  include  the  salaries  of  recruiters  and  trainers, 
travel  expenses  for  recruiters  and  potential  advance  people  who 
are  coming  to  training  sessions  and  the  costs  of  training.) 

6)  May  a  S01(c)(3}  or  a  501(c) (4)organize  events  around  the 
country  for  the  purpose  ot  promoting  public  interest  in 
legislative  initiatives  pi oposed  by  the  President?  Promotion  of 
events  would  include. . .all  event  costs,  all  costs  relating  to 
teiuas  of  people  to  organise  such  events 

Providing  volunteers 

1)    May  a  S01(c)(3)  or  a  501(c)(4)  operate  a  program  whereby  it 
will  pay  individuals  ret/u  ar  salaries  and  then  provide  those 
individuals  as  voluntee>s  to  various  offices  in  the  white  House 
ranging  from  speechwrit in<j,  to  correspondence  processing,  to 
scheduling  and  advancin-j  '".o  general  staff  wor)t. 

Relationship  between  or- ja.' uzations  and  the  White  House 

1)    Assuming  that  a  50i(:)(3)  or  a  501(c)(4)  may  engage  in  any 
or  all  of  the  activitie.-i  lescribed  above  are  there  any 
limitations  on  the  relasi  unship  between  the  White  House  and  those 
organizations? 


-   2   - 
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Sehea-Jlinq  and  advance 

1)  May  a  S01(c)(3)  or  a  501(c)(4)  properly  provide  voluntary 
advance  services  to  the  fchite  House  by  hiring  a  consulting  firn 
that  would  essentially  piovide  "turnkey"  advance  or  particular 
events  with  supervision  Ny  White  House  staff  members?      (ui> 

2)  /  is  it  possible  foi  i.   501(c)(3)  or  a  501(cJ  (4)  to  hire 
individuals  and  make  tl.en  available  as  volunteers,  essentially  on 
a  full  time  basis,  to  Ad"ance  official  trips?       v.^,\».^ 

^  Is  it  possible  for  ^ihose  same  organizations  to  pay  the 
expenses  of  those  volujitt^ers  while  they  arc  advancing  including       \ 
travel,  living  accomcd-it ions,  food,  local  transportation  etc.  A^u^po^^ 

C-  Is  it  possible  for  ;hose  organizations  to  pay  so-called        ^^ 
It  costs"  inc'"-"---  •— "-"  —"-«-—   !<->.*•»  »*,«.i«^  ^.^-tA*^ 

advertising  etc? 


"event  costs"  includin>j  sound  syeteas,  lights,  staging,      4.<>- '^'^ 


3)  Is  it  possible  to  use  excess  campaign  funds  in  the  Gore  for     y 
Senate  Committee,  The  clln';on  for  President  Committee  and  the     v^io*-" 
Clinton/Sore  General.  Elev;t  .on  Compliance  Fund  to  pay  the  costs  of  ^-x-^ 
scheduling  and  advancing  o-fficial  trips  including  salaries,       oA-t^^ 
transportation  and  livinif  -ixpenses  for  advance  people  and  event 

costs? 

4)  If  it  is  possible  f<)r  a  tax  exempt  organization  to  provide 
volunteers  on  its  payroll.    ;o  serve  as  advance  people  would  it  be  ^ 
permissible  for  excess  c<imoaign  funds  to  be  used  to  pay  the              ^><^ 
expenses  of  those  volunteer  advance  people  and  event  costs? 

5)  If  a  tax-exempt  orgdnization  an  provide  persons  on  its 
payroll  as  voluteers  can   it  pay  the  costs  of  recruiting  and 
trainintj  people  in  the  art   and  techniques  of  advance?    (These 
costs  would  include  the   salaries  of  recruiters  and  trainers, 
travel    .ixpenses   for   recruiters   and  potential   advance   people   who 
are   coming  to   training   sessions   and   the   costs   of   training.) 

6)  Ma/  a   501(c)(3)    or   a    501 (c) (4) organize  events   around  the 
country   for  the  purpose  oJ    promoting  public   interest   in 
legislative   initiatives   pioposed  by  the  President?   Promotion  of 
events   would   include. .  .alJ    event   costs,    all   costs   relating   to 
teams   cf   people  to  organi:e    such   events 


f^ 


Providing  volunteers 

1)    Rj  y  a  501(0(3}  or  a  501(c)(4)  operate  a  program  whereby  it 
will  pi  y  individuals  rcfju  ar  salaries  and  then  provide  those 
indivic  uals  as  volunteos  to  various  offices  in  the  White  House 
ranginq  froo  speech wri t  in- ),  to  correspondence  processing,  to      ^x 
schedu.ing  and  advancinr  -.o  general  staff  work.  V%*^ 

Pelationshjp  betweer  or-ta  nzations  and  the  White  House  ^ 

1)    Assiiraing  that  a  50i(;)(3)  or  a  501(c)(4)  may  engage  in  any 
or  all  of  the  activities  lescribed  above  are  there  any 
limitations  on  the  relati snship  between  the  White  House  and  those 
organizations? 


TO: 
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Wf    MORAKPnM 


Vine*  Poster 
David  Watkins 


FROM:  Milca  Beraan 

DATE:  Nay  23,    1993 

SUBJECT:      Attachad 


AttAcbad  is  a  2nd  draft  of  possibla  issues  to  b*  reviewed  by 
OLC.  Thiii  replaces  the  first  list  that  I  forwarded. 
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SUBJECT:  2nd  draft  of  a  slum  for  r«vlev  by  OLC 
DATE:     May  23,  1993 


In  all  of  these  situations  the  prioary  issue  is  whether  or 
not  the  activity  or  funds  provided  by  a  non-govemncntal  source 
will  result  in  a  prohibited  augmentation  of  appropriations. 

There  is  also  the  Issue  of  constraints  that  are  placed  by 
law  on  the  activities  ot   certain  exempt  organizations. 

It  is  assuaed  that  all  of  the  volunteered  efforts  or  funds 
will  be  directed  to  suppoiting  official  activities  not  political 
activities.  By  official  I  mean  activities  that  could  be  paid  for 
with  appropriated  funds. 

Scheduling  and  advance 

1)  May  a  5Cl(c) (3)  or  a  501(c)(4)  properly  provide  voluntary 
advance  services  to  the  White  House  by  hiring  a  consulting  fira 
that  will  essentially  provide  "turnkey"  advance  of  particular 
events  with  with  or  without  the  supervision  by  White  House  staff 
members? 

The  services  provided  might  include  recruitment  and 
training  of  advance  people,  cost  of  transportating  advance  people 
to  and  from  the  location  of  events  to  be  advanced,  costs 
associated  with  putting  on  the  event  such  as  so»ind  systems, 
lights,  staging,  advertieing  etc. 

If  not  all  of  the  services  could  be  provided  through  such  a 
contract. . .what  services  could  be  provided? 

2)  Is  it  possible  for  -»  501(c)(3)  or  a  501(c)  (<)  to  hire 
individuals  and  make  then  available  as  volunteers,  essentially  on 
a  full  time  basis,  to  advance  official  trips? 

Is  it  possible  for  chsse  same  organizations  to  pay  the 
expenses  of  those  volunteers  while  they  are  advancing  including 
travel,  living  accomodations,  food,  local  transportation  etc. 
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Z«  it  possible  for  t}ios«  organizations  to  pay  so-callad 
"event  costs"  including  sound  systeas,  lights,  staging, 
advertising  etc? 

3)   Is  it  possible  to  us€!  excess  campaign  funds  in  the  Gore  for 
Senate  Cosmittee,  The  Clinton  for  President  Coaaittee  and  the 
Clinton/Gore  General  Elec1;ion  Conpliance  Fund  to  pay  the  costs  of 
scheduling  and  advancing  c>fficial  trips  including  salaries, 
transportation  and  living  expenses  for  advance  people  and  event 
costs? 

4}   If  it  is  possible  tor  a  tax  exeapt  organization  to  provide 
volunteers  on  its  payroll  to  serve  as  advance  (>eople  would  it  be 
permissible  for  excess  cas^paign  funds  to  be  used  to  pay  the 
expenses  of  those  volunteer  advance  people  and  event  costs? 

5)  If  a  tax-exempt  orgar ization  can  provide  persons  on  its 
payroll  as  voluteers  can  it  pay  the  costs  of  recruiting  and 
training  people  in  the  art  and  techniques  of  advance?  (These 
costs  vould  include  the  salaries  of  recruiters  and  trainers, 
travel  expenses  for  recruiters  and  potential  advance  people  who 
are  coaing  to  training  sessions  and  the  costs  of  training.) 

6)  May  a  501(c)(3)  or  a  501(c) (4) organize  events  around  the 
cotintry  for  the  purpose  of  proaoting  public  interest  in 
legislative  initiatives  proposed  by  the  President?  Proaotion  of 
events  vould  include. . .all  event  costs,  all  costs  relating  to 
teams  of  people  to  organize  such  events 

Providing  volunteers 

1)    May  a  5Cl(c) (3)  or  a   501(c)(4)  operate  a  program  whereby  it 
will  pay  individuals  reg>jlar  salaries  and  then  provide  those 
individuals  as  volunteer':  io   various  offices  in  the  White  House 
ranging  from  speechwr i t i ng ,  to  correspondence  processing,  to 
scheduling  and  advancing  t3  general  staff  work. 

Vendor  services 

1)   May  a  501(c)(3)  or  i  •>0l(c)(4)  hire  a  private  firm  that 
provides  mail  har.dling  s^r/ices  and  volunteer  the  services  of 
that  company's  correspoid »nce  handling  services  to  the  White 
House? 

Does  it  make  any  dirf'irence  whether  the  services  would  be 
provided  in  non-government  facilities  rather  than  White  House  or 
other  government  offices  • 

If  the  private  firm  cm  not  provide  full  services,  can  the 
private  firm  provide  pemonnel  only  to  the  White  House,  the 
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P.A^i 


company  being  paid  for  tJii>sa  services  by  the  tax  exempt 
organization? 

Rglationahip  batwAan  oruaiiizatitons  and  the  White  House 

1)   Assiming  that  a  503 (c) (3)  or  a  501(c)(4)  nay  engage  in  any 
or  all  of  the  activitie«  described  above  are  there  any 
limitations  on  the  perm} siiible  relationship  between  White  House 
officials  and  those  organ:.zations? 


-  3 
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Mr,  PoDESTA.  Mr.  Thomason  and  Ms.  Post  were  in  the  White 
House  for  a  couple  of  days.  They  had  some  meetings.  They  were 
dealing  largely  with  communications  questions  about  how  the 
White  House  projected  itself,  its  communication,  its  voice. 

Mr,  Thomason,  as  you  know,  is  a  skilled  television  producer.  So 
I  think  it  was — I  think  that's  a  fair  characterization  of  what  he  was 
doing  there  and  what  the,  quote,  White  House  Project  was  all 
about. 

Mr.  Clinger.  Were  you  aware,  though,  that  he  was  in  fact  at 
least  soliciting  or  exploring  the  possibility  of  getting  a  sole-source 
contract  to  provide  travel  services  for  the  White  House?  Were  you 
aware  of  that? 

Mr.  PoDESTA.  Sole-source  contract  for  travel  service  for  the 
White  House? 

Mr.  Clinger.  Yes. 

Mr.  Podesta,  No.  I  think  that  inaccurately — I  think  what  he  was 
talking  about  is  the  GSA  contract.  I  was  aware  that  Mr.  Martens 
was  trying  to  solicit  a  contract  from  GSA  and  that  Mr.  Martens — 
and  Mr,  Thomason  was  helping  him  to  try  to  do  that. 

Mr.  Clinger.  My  time  has  expired. 

I  would  now  yield  to  the  gentlelady  from  Illinois. 

Mrs.  Collins  of  Illinois.  Thank  you,  Mr.  Chairman. 

At  one  point,  Mr.  Chairman,  you  suggested  that  this  hearing  is 
not  related  to  the  criminal  trial  of  Mr.  Dale.  I  would  like  to  ask 
unanimous  consent  that  a  letter  dated  October  12  that  you  sent  to 
Deputy  Attorney  General  Gorelick  be  in  the  record. 

In  this  extraordinary  letter,  you  directly  infer  that  they  inter- 
fered with  the  criminal  trial  by  suggesting  that  the  Justice  Depart- 
ment is  withholding  documents  from  Mr.  Dale's  lawyers.  You  also 
make  a  request  on  behalf  of  Mr.  Dale's  lawyer  to  provide  him  with 
a  copy  of  the  Office  of  Professional  Review  report,  which  the  Justice 
Department  had  refused.  So  let  me  respectfully  suggest  that  this 
committee  investigation  is  directly  interfering  in  this  case  and  that 
your  letter  is  evidence  of  that  relationship,  Mr.  Chairman, 

Mr,  Clinger,  If  the  gentlelady  would  yield,  that  letter  was  delib- 
erately done  confidentially  so  that 

Mrs,  Collins  of  Illinois,  Well,  will  I  get  more  time  if  I  yield 
to  you? 

Mr,  Clinger,  Just  to  respond, 

Mrs,  Collins  of  Illinois,  Well,  Mr.  Chairman,  let  me  go  on 
with  my  questions  then,  if  you  don't  mind. 

Mr.  Waxman,  Regular  order  of  unanimous  consent  request,  Mr. 
Chairman, 

Mrs.  Collins  of  Illinois,  Unanimous  consent  request,  Mr, 
Chairman, 

Mr,  Clinger,  Without  objection. 

Mrs.  Collins  of  Illdsiois.  Thank  you, 

[The  letter  referred  to  follows:] 
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October  12.  1995. 

The  Honorable  Jamie  S.  Gorblick, 
Deputy  Attorney  General, 
Department  of  Justice, 
10th  &  Constitution  Avenue,  Northwest, 
Washinaton,  DC. 

Dear  Ms.  Gorelick:  In  the  course  of  reviewing  documents  to  prepare  for  the 
Committee's  October  24,  1995  hearing  on  the  White  House  Travel  Ofiice  matter,  the 
Committee's  Chief  Investigative  Counsel  brought  several  documents  to  my  attention 
that  appear  to  contain  material  subject  to  Brady  v.  Maryland. 

Although  the  issues  we  intend  to  discuss  during  the  Committee's  hearing  do  not 
involve  the  Justice  Department's  two-count  embezzlement  charge  against  Mr.  Billy 
Dale,  we  feel  it  is  our  obligation  to  bring  these  documents  to  your  attention.  One 
of  the  enclosed  documents  is  an  example  of  material  found  in  the  personal  hand- 
written notes  of  the  White  House  Counsel  Oflice  Associate  Counsel  and  may  not 
have  been  produced  to  the  Public  Inteqrity  Section.^ 

The  first  document  is  the  handwritten  notes  of  Associate  White  House  Counsel, 
William  Kennedy,  III.  The  statement: 

Found  a  Petty  cash  Notebook  "w/envelope  in  the  front — behind  credenza  be- 
hind Billy  R.  Dale.  Anyone  in  the  office  can  gain  entry  to  petty  cash.  .  .  . 
directly  goes  to  Mr.  Dale's  publicly  disclosed  defense  that  the  missing  pages  of  his 
petty  casn  notebook  were  placed  in  an  envelope  and  then  disappeared  from  the  cre- 
denza behind  where  he  sat.  As  you  know,  tne  Department  of  Justice  has  argued 
that  this  defense  has  no  basis  in  fact,  and  thus,  should  not  be  permitted. 

The  second  document  is  an  FBI  e-mail  written  on  July  16,  1993,  which  states  that 
the: 

WMFO  has  also  determined  that  the  petty  cash  log  covering  the  period  prior 
to  1/92  is  "missing."  Interviews  of  other  Travel  Office  employees  who  have  been 
interviewed  indicates  that  the  log  disappeared  approximately  the  time  that 
Catherine  Cornelius  started  working  in  the  Travel  Office.  .  .  . 
Finally,  I  have  attached  a  letter  sent  to  my  staff  from  Mr.  Dale's  attorney  reouest- 
ing  access  to  the  Office  of  Professional  Responsibility  Review.  M^  staff  met  with  the 
Chief  of  Public  Integrity  to  discuss  protocols  for  interviews  of  FBI  Agents  who  are 
also  involved  in  the  investigation  of  the  embezzlement  case.  They  agreed  to  Depart- 
ment of  Justice  presence  at  these  interviews.  They  were  informed  that  the  OPR  Re- 
port was  being  withheld  by  the  Criminal  Division  because  of  the  possible  unfavor- 
able press  for  the  prosecution  that  would  result  from  its  release  as  well  as  a  claim 
that  its  release  "would  harm  the  criminal  case."  Again,  I  must  question  whether  this 
"harmful  information"  is  not  the  very  reason  the  Supreme  Court  found  that  such 
material  must  be  turned  over  to  the  defense  prior  to  trial. 
Thank  you  for  your  attention  to  this  matter.  I  look  forward  to  your  response. 
Sincerely, 

WiLUAM  F.  Clinger,  Jr., 

Chairman. 


^We  are  mindful  of  the  difficulties  the  Public  Integrity  Section  has  experienced  in  obtaining 
documents  from  the  White  House  Counsel's  OfRce  that  relate  to  this  matter.  The  Vince  Foster 
Travel  Office  file  was  not  produced  in  its  entirety  to  Public  Integrity  until  July,  1995,  after  it 
was  publicly  disclosed. 
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EZO04340 

[DocuME>fT  Reviewed  at  DOJ  8/23/95— Access  Only  Docs] 

From:  Carl 

To:  Kubic/Dorch 

Date:  Fri  7/16/93  1:05p.m. 

Subj:  WHTO  Update 

WMFO  has  confirmed  that  subject  Billy  Dale,  the  former  Director  of  the  Travel 
Office  withdrew  $2500  in  cash  from  his  White  House  Credit  Union  account  on  5/ 
14/93  following  his  being  questioned  by  auditors  regarding  a  check  payable  to  "petty 
cash."  The  check  was  entered  on  a  petty  cash  log  as  having  been  written  for  $2,000 
when  in  fact  it  was  written  for  $5,000.  On  5/15/93  Dale  gave  the  auditors  an  enve- 
lope containing  $2800  in  cash  which  he  claimed  had  been  in  his  desk  for  approxi- 
mately 6  months.  Dale  claimed  the  cash  was  the  balance  of  funds  from  the  petty 
cash  obtained  from  above  check. 

WMFO  has  also  determined  that  the  petty  cash  log  covering  the  period  prior  to 
1/92  is  "missing."  Interviews  of  other  Travel  Office  employees  who  have  been  inter- 
viewed indicates  that  the  log  disappeared  at  approximately  the  time  that  Catherine 
Cornelius  started  working  in  the  Travel  Oflice.  Cornelius  has  turned  over  all  records 
which  she  had  taken  home  during  the  period  she  was  working  at  the  Travel  Office 
and  the  log  book  was  not  among  the  documents  turned  over  by  ner. 

Preliminary  review  of  the  financial  records  of  Travel  Office  has  failed  to  reveal 
any  confirmation  that  the  checks  written  to  cash  correspond  with  trips  taken  by  the 
White  House. 

WMFO  has  scheduled  an  interview  of  John  McSweeney  the  remaining  Travel  Of- 
fice employee  for  this  afternoon.  Efforts  to  interview  David  Watkins,  Harry 
Thomason  and  Darnell  Martens  are  continuing. 


May  21.  1993. 

MEMORANDUM  FOR  JOHN  PODESTA 
FROM:  LEE  JOHNSON 
SUBJECT:  TRAVEL  OFFICE  FILES 

Thursday  morning  May  20th,  Catherine  Cornelius  requested  boxes  from  this  of- 
fice, liiey  were  sent  to  her  the  same  morning.  We  have  heard  nothing  from  her 
since.  We  are,  of  course,  concerned  about  the  disposition  of  Travel  Office  files.  I've 
left  phone  messages  with  Steve  Neuwirth  three  times,  beginning  Thursday  evening, 
and  nave  received  no  reply.  These  calls  were  made  because  for  obvious  reasons  we 
believe  that  there  must  be  rigid  procedures  established  regarding  the  storage  and 
handling  of  these  records.  Terry  and  I  agree  that  these  files  are  definitely  Presi- 
dential records. 

What  else  can  we/should  we  do? 


TiGHE,  Patton,  Tabackman  &  Babin,  L.L.P., 

Washington,  DC, 
September  19.  1995. 

Barbara  Bracher,  Esq., 

Chief  Investigative  Counsel, 

Government  Reform  and  Oversight  Committee, 

United  States  House  of  Representatives, 

2157  Raybum  House  Office  Building, 

Washington.  DC. 

Re:  United  States  v.  BUly  Ray  Dale,  Crim.  No.  94-^69  (GK) 

Dear  Ms.  Bracher:  This  firm  represents  the  defendant,  Billy  Ray  Dale,  in  the 
case  United  States  v.  BUly  Ray  Dale,  currently  pending  trial  on  October  26,  1995, 
in  the  United  States  District  Court  for  the  District  of  Columbia.  As  the  enclosed 
pleadings  filed  by  the  defense  demonstrate,  there  is  a  substantial  reason  to  believe 
that  certain  records  that  are  material  to  the  defense  of  Mr.  Dale  were  removed  from 
the  Travel  Office  in  May,  1993.  Recent  press  reports  disclose  that  your  Committee 
is  in  possession  of  a  report  prepared  by  the  Office  of  Professional  Responsibility  of 
the  Department  of  Justice,  which  addresses  the  termination  of  my  client  and  the 


434 

conduct  of  certain  White  House  oflicials  in  connection  with  that  action.  Press  reports 
also  disclose  that  your  Committee  has  a  log  of  documents  prepared  in  the  course 
of  the  White  House  internal  investigation  of  that  action. 

It  is  imperative  that  I  obtain  any  and  all  documents  that  describe  the  actions  of 
certain  White  House  oflicials,  including  but  not  limited  to  Patsy  Thomasson  and 
David  Watkins,  taken  in  connection  with  the  termination  of  my  client.  The  above- 
described  OPR  report  smd  log  clearly  fall  within  that  description.  Accordingly,  I  am 
requesting  that  the  Committee  release  to  me  a  copy  of  the  report  and  log  as  well 
as  any  other  documents  in  possession  of  the  Committee  that  describe  the  conduct 
of  White  House  oflicials  in  connection  with  the  decision  to  terminate  the  employees 
of  the  Travel  Oflice. 

Your  prompt  attention  to  this  matter  will  be  greatly  appreciated. 
Very  truly  yours, 

Steven  C.  Tabackman. 

Mrs.  Collins  of  Illinois.  Ms.  Kingsbury,  you  have  been  in- 
volved in  the  GAO  Travel  Office  investigation  for  more  than  2 
years  now.  Would  it  be  accurate  to  say  that  Mr.  Phil  Larsen,  the 
former  chief  investigator  of  the  committee,  attended  many  of  the 
meetings  you  had  with  congressional  staff  during  the  time  period 
that  GAO  was  performing  its  review  and  that  he  took  a  very  active 
role  in  this  investigation? 

Ms.  Kingsbury.  Yes,  ma'am,  that  would  be  accurate. 

Mrs.  Collins  of  Illinois.  And  for  the  purpose  of  this  current  in- 
vestigation, weren't  you  interviewed  by  Mr.  Larsen? 

Ms.  Kingsbury.  Yes,  ma'am. 

Mrs.  Collins  of  Illinois.  Who  else  in  GAO  was  interviewed  by 
him? 

Ms.  Kingsbury.  Two  other  staff  members  who  worked  on  the  as- 
signment with  me. 

Mrs.  Collins  of  Illinois.  Did  anyone  on  the  committee  ever  dis- 
cuss with  you  during  this  time  his  position  in  the  White  House  dur- 
ing the  previous  administrations? 

Ms.  Kingsbury.  During  the  time  of  the  interviews? 

Mrs.  Collins  of  Illinois.  Yes. 

Ms.  Kingsbury.  It  did  not  particularly  come  up  during  the  time 
of  the  interviews. 

Mrs.  Collins  of  Illinois.  At  any  other  time? 

Ms.  Kingsbury.  During  the  job— well,  we  had  had  dealings  with 
Mr.  Larsen  in  his  former  position  on  previous  jobs,  so  we  knew  he 
had  had  a  position  at  the  White  House. 

Mrs.  Collins  of  Illinois.  Did  you 

Ms.  Kingsbury.  Our  understanding  was  that  it  was  associated 
with  the  personnel  function. 

Mrs.  Collins  of  Illinois.  Did  you  know  that  he  was  a  deputy 
director  for  the  Financial  Management  Division  with  responsibility 
for  the  White  House  Travel  Section? 

Ms.  Kingsbury.  At  that  time  I  did  not  know  that,  no,  sir — no, 
ma'am. 

Mrs.  Collins  of  Illinois.  OK 

Mr.  Waxman.  Did  she  know  it  later? 

Mrs.  Collins  of  Illinois.  Did  you  know  it  later  than  that  time? 

Ms.  Kingsbury.  Not  until  about  4  days  ago. 

Mrs.  Collins  of  Illinois.  OK.  If  Mr.  Larsen  worked  for  the 
General  Accounting  Office,  would  he  have  been  able  to  participate 
in  any  major  way  in  the  Travel  Offiice  investigation? 
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Ms,  Kingsbury.  It  would  depend  on  the  scope  of  the  investiga- 
tion. We  were  not  looking  at  the  activities  of  the  Travel  Office  at 
the  time  that  Mr.  Larsen  apparently  held  the  position  that  had 
something  to  do  with  travel.  We  would  have  examined  that  issue 
at  the  time  the  job  started  and  decided  whether  there  was  a  con- 
flict. 

Mrs.  Collins  of  Illinois.  I  have  here  a  copy  of  the  GAO  hotline 
complaint,  Ms.  Kingsbury.  Could  you  briefly  describe  the  allega- 
tions that  were  raised  in  that  particular  complaint? 

Ms.  Kingsbury.  The  complaint  took  the  form  of  a  letter  to  Mr. 
Bowsher,  signed  "a  concerned  citizen,"  and  it  included  several  alle- 
gations having  to  do  with  receipt  of  tickets  to  sporting  events  at 
the  Capital  Center,  RFK  Stadium,  and  fishing  parties  on  the 
Chesapeake  Bay,  and  I  am  reading  directly  from  the  document  it- 
self. 

Mrs.  Collins  of  Illinois.  While  you  are  reading,  would  you  also 
read  the  date  of  the  document. 

Ms.  Kingsbury.  October  3,  1988. 

Mrs.  Collins  of  Illinois.  Thank  you. 

Ms.  Kingsbury.  It  also  suggested  that  Pan  American  World  Air- 
ways, which  was  providing  a  great  deal  of  travel  service  at  the 
time,  was  obtaining  that  business  without  competitive  price  and 
that  they  were  providing  gifts  for  the  travelers  as  a  part  of  those 
trips.  There  were  also  some  allegations  about  upgrading  services 
being  provided. 

Mrs.  Collins  of  Illinois.  I  ask  unanimous  consent  that  this 
document  that  she  has  just  spoken  about  also  be  made  a  part  of 
the  record,  Mr.  Chairman. 

Mr.  Clinger.  Without  objection,  I  will  enter  it,  although  I  would 
indicate  to  the  gentlelady  that  this  line  of  questioning  really  is  be- 
yond the  scope  of  the  focus  of  this  hearing. 

Mrs.  Collins  of  Illinois.  It  is  in  the  GAO  report,  Mr.  Chair- 
man. And  also,  in  your  press  release  that  you  sent  out,  you  said 
hearings  were  needed  to  air  the  facts.  So  we  are  just  airing  the 
facts,  Mr.  Chairman. 

[The  information  referred  to  follows:! 

October  3.  1988. 

Mr.  Charles  A.  Bowsher, 

Comptroller  General  of  the  United  States, 

General  Accounting  Office, 

441  G  Street,  NW, 

Washington,  DC. 

Sir:  a  conflict  of  interest  exists  in  the  White  House  transportation  oflice  and 
should  be  investigated. 

1.  Mr.  Bamaby  L.  Brasseux  has  been  employed  in  the  transportation  office  for  the 
past  5  or  so  years. 

2.  Mrs.  Fran  Brasseux  is  employed  by  Pan  American  World  Airways,  as  Manager, 
Sales/Promotions,  in  the  Washington,  U.C.  office. 

3.  During  the  period  of  Mr.  Brasseuxs'  employment,  members  of  the  White  House 
transportation  office  staff,  "token"  members  of  the  Office  of  Administration  staff, 
Press  Office  staff  and  Counsel  Office  staff,  have  been  "guests"  of  Pan  American  at 
sporting  events  at  the  Capitol  Center,  RFK  Stadium  and  at  fishing  parties  on  the 
Chesapeake  Bay. 

4.  For  the  past  three  and  a  half  years,  the  White  House  press  charters,  have  been 
offered  directly  to  Pan  American  World  Airways,  without  consulting  with  different 
airlines  for  a  competative  price.  "Gifts"  for  the  travelling  press  on  oversea's  trips  are 
ordered  by  the  White  House  transportation  oflice,  billed  to  Pan  American  World  Air- 
ways, and  then  added  to  the  price  of  the  charter. 
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5.  Mr.  Brasseux  has  passed  out  Pan  American  World  Airways  "up-grading"  chits 
to  selected  friends  and  senior  staff  members  that  might  improve  his  position  in  the 
White  House  transportation  office.  These  chits  if  passed  out  at  all,  should  be  passed 
out  to  everyone  bemg  booked  on  Pan  American  World  Airways  flints,  not  a  select 
few  people. 

6.  Mr.  Brasseux  used  his  and  his  wife's  position  to  establish  "frequent  flyer"  up- 
dating for  Mr.  Larry  Speakes  and  Mr.  Donald  Regan  prior  to  their  leaving  the  White 
House. 

Fm  sure  that  this  matter  should  be  investigated  and  corrective  action  taken. 
Sincerely, 

A  Concerned  Citizen. 

Mrs.  Collins  of  Illinois.  The  GAO  report  states  that  the 
Reagan  White  House  counsel  reviewed  the  allegations  by  interview- 
ing the  Travel  Office  employees  in  1989  but  concluded  that  the  al- 
legations were  not  substantiated  and  closed  the  matter  without  any 
further  action. 

Now  some  of  the  allegations  of  taking  gifts  from  contractors  went 
beyond  the  Travel  Office  but  to  the  Omce  of  the  Administration 
and  even  the  Counsel's  Office  itself;  is  that  not  correct,  Ms. 
Kingsbury? 

Ms.  Kingsbury.  There  is  reference  in  the  letter  to  other  people 
being  involved  in  accepting  these,  yes. 

Mrs.  Collins  of  Illinois.  Well,  wasn't  it  inappropriate  for  the 
Reagan  White  House  to  assign  to  officers  accused  of  taking  gifts 
the  responsibility  to  investigate  those  same  allegations  in  another 
office? 

Ms.  Kingsbury.  The  documents  that  we  have  don't  make  it  clear 
exactly  who  the  people  were  who  did  the  investigation.  I  think  one 
would  normally  stay  away  from  that  kind  of  a  relationship  how- 
ever. 

Mrs.  Collins  of  Illinois.  I  also  have  the  notes  of  the  interview 
with  Mr.  Dale,  and  I  assume  you  have  reviewed  these  notes  from 
that  so-called  investigation.  Doesn't  Mr.  Dale  admit  to  having  ac- 
cepted gifts  from  airlines  doing  business  with  his  office,  including 
fishing  trips  and  the  sporting  events  tickets  that  you  just  spoke 
about? 

Ms.  Kingsbury.  Yes,  ma'am. 

Mr.  Clinger.  This  is  now  getting  into  an  area  that  I  think  I  have 
tried  to  keep  off  limits  here,  because  we  do  not  want  to  discuss  in 
any  sense  the  pending  trial  of  Mr.  Dale  or  any  charges  that  he 
might  be  accused  of. 

Mrs.  Collins  of  Illinois.  Well,  Mr.  Chairman,  since  we  are 
having  a  hearing  2  days  before  the  trial,  it  seems  to  me  we  would 
not  have  had  this  hearing  until  after  the  trial  if  this  were  your  pri- 
mary concern  and  that  you  would  not  have  sent  the  letter  to  Mrs. 
Gorelick. 

Mr.  Clinger.  My  primary  concern  is  to  avoid  doing  anything 
that  would  jeopardize 

Mrs.  Collins  of  Illinois.  This  has  nothing  to  do  with  that,  Mr. 
Chairman.  And,  you  know,  you  are  on  my  time,  Mr.  Chairman. 

Now,  Mr.  Shaheen,  you  wrote  in  a  memo  last  July  to  Mr.  David 
Margolis,  the  Associate  Deputy  Attorney  General,  that  the  White 
House  had  been  uncooperative  during  OPR's  review.  The  minority 
members  of  this  committee  had  requested  that  Mr.  Margolis  be  in- 
vited to  accompany  you  to  discuss  this  memorandum,  but  we  were 
denied  that  opportunity. 
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The  question  I  would  like  to  have  asked  Mr.  Margolis  was  this: 
Since  the  Deputy  Attorney  General  had  requested  this  review,  was 
the  Office  of  the  Deputy  Attorney  CJeneral  ever  requested  to  contact 
the  White  House  to  complain  about  lack  of  cooperation? 

When  we  learned  that  he  had  not  been  invited  to  attend  today, 
we  asked  him  that  question  directly,  and  his  answer  was  no.  Nei- 
ther you,  Mr.  Shaheen,  nor  any  member  of  the  OPR  staff  ever 
asked  the  deputy's  office  to  complain  to  the  White  House. 

Mr.  Margolis  did  state  that  OPR  was  becoming  frustrated  by  the 
pace  with  which  interviews  were  being  scheduled  but  that  OPR 
was  never  denied  an  interview  that  it  requested. 

Therefore,  I  would  suggest  that  if  a  serious  problem  did  in  fact 
exist  with  cooperation,  the  obvious  way  to  correct  it  would  have 
been  a  phone  call  to  Mr.  Margolis  or  another  official  from  the  dep- 
uty's office.  That  was  never  asKed  for. 

Mr.  Clinger.  The  gentlelady's  time  has  expired,  and  I  would  now 
recognize  the  gentlelady  from  Maryland,  Mrs.  Morella,  for  5  min- 
utes. 

Mrs.  Morella.  Thanks,  Mr.  Chairman. 

First  of  all,  I  think  that  in  line  with  what  had  been  stated,  I 
think  Mr.  Podesta  at  some  point  had  investigated,  you  know,  the 
White  House  in  terms  of  looking  internally  for  investigations  and 
who  should  be  doing  it. 

But  I  wanted  to  pick  up  on  what  Mr.  Moran  had  said  about  the 
fact  that  these  employees  were  excepted  service  employees  so  they 
served  at  the  pleasure  of.  Indeed,  I  think  that  after  9  to  33  years 
of  service,  that  the  highest  office  of  the  land  should  have  treated 
these  people  far  better.  In  fact,  I  think  in  a  GAO  report  the  insen- 
sitivity  of  the  treatment  of  these  employees  is  pointed  out  and  is 
emphasized. 

You  know,  at  the  same  time  that  we  talk  about  them  serving  at 
the  pleasure  of  the  President,  the  very  length  of  their  service  sug- 
gests that  they  served  any  number  of  the  administrations  and  the 
press  corps  which  covered  them  and  they  served  them  with  distinc- 
tion. 

I'm  assuming,  of  course,  that  had  the  White  House  Travel  Office 
employees  not  been  competent,  don't  you  think  that  the  press  corps 
itself  would  have  called  for  their  removal  years  ago? 

Therefore,  why  wasn't  there — and  I  guess  I  would  be  asking  you, 
Mr.  Podesta — wny  wasn't  there  more  of  an  effort  to  remove  tnem 
in  a  manner  that  would  be  done  such  as  reduction  in  force  or  some- 
thing like  that? 

Mr.  Podesta.  Well,  I  think  that  the  Travel  Office  staff  served  the 
press  corps,  I  don't  disagree  with  that,  and  I  think  that  there  were 
not  complaints  from  the  press  corps  about  how  they  served  the 
press  corps. 

Mrs.  Morella.  Right. 

Mr.  Podesta.  That  I  think  that  our  report  pointed  out  that  they 
were  dismissed  with  insensitivity  and  that  it  could  have  been  done 
in  a  manner  that  was  much  more  sensitive  to  their  needs,  and  I 
think  especially  with  regard  to  the  disclosure  of  the  FBI  investiga- 
tion which  had  begun  by  that  date,  that  was  inappropriate,  and,  as 
I  said,  Mr.  McLarty  apologized  for  it  publicly.  I  would  agree  with 
you. 
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Mrs.  MORELLA.  You  would  certainly  agree  that  the  Travel  Office 
was  not  handled  in  a  proper  fashion? 

Mr.  PODESTA.  I  would  say  that  everyone  in  the  White  House  does 
know  that  they  serve  at  the  pleasure  of  the  President,  it  is  not  the 
Federal  civil  service,  and  people  do  have  that  expectation  that  to- 
morrow they  can  be  dismissed,  and  those  are  the- 


Mrs.  MoRELLA.  We  know  these  things  can  be  done 

Mr.  PoDESTA.  Right. 

Mrs.  MoRELLA  [continuing].  With  good  reason,  but  they  are 
thoughtfully  done  and  only  if  absolutely  necessary,  particularly 
considering  the  kind  of  dedicated  service  tney  offer, 

I  was  looking  at  the  GAO  report,  and  I  noticed  that  in  the  cat- 
egory on  page  32  and  page  33  where  they  give  the  various  category 
criteria,  when  it  comes  to  administrative  guidelines,  oversight  and 
gfuidance,  the  observation  was  made  that  there  was  none,  no  over- 
sight and  guidance  was  noted  in  that  report  by  Peat  Marwick. 

So,  therefore,  do  you  think  then  that  it  is  fair  to  fire  the  entire 
White  House  Travel  Office  on  the  basis  of  gross  mismanagement, 
let  alone  criminal  misconduct,  when  there  is  no  evidence  that 
shows  that  the  White  House  made  any  effort  in  the  4  months  lead- 
ing up  to  the  firings  to  understand  how  the  office  worked,  let  alone 
manage  it,  let  alone  guide  the  employees? 

Wasn't  there  some  concern  expressed  by  some  in  the  White 
House  about  the  need  to  fire  all  seven  employees  when  only  two 
had  any  financial  or  management  authority?  This  troubles  me  that 
this  happened.  And  I  guess  I  would  direct  this  both  to  Mr.  Podesta 
and  if  Ms.  Kingsbury  would  like  to  comment  on  it  also. 

Mr.  Podesta.  Well,  yeah,  I  think  you  drew  an  appropriate  dis- 
tinction. I  think  there  was  evidence  of  financial  mismanagement, 
at  the  very  least,  which  we  noted  in  our  report  may  have  justified 
the  management  changes  in  the  office,  but  I  think  tnat  it  was  used 
also  as  a  basis  for  dismissing  the  five  employees  who  did  not  exer- 
cise financial  control,  and  we  thought  that  was  inappropriate. 

Ms.  Kingsbury.  I  guess  my  only  comment  is  that  we  do,  in  our 
report,  make  the  observation  that  not  only  in  the  4  months  prior 
to  these  events  but  over  "lany  years  before  that,  there  had  been 
very  little  oversight  of  this  office,  except  just  sporadically  if  some- 
thing popped  onto  somebody's  radar  screen,  and  that  the  people 
running  the  office  had,  in  fact,  never  been  given  any  guidance 
about  how  the  office  ought  to  be  rim. 

The  fact  that  we  had  to  articulate  the  criteria  that  the  manage- 
ment of  the  office  should  be  using  struck  us  as  an  unusual  lack  of 
oversight  and  guidance  to  people  who  were  arguably  travel  profes- 
sionals and  not  financial  management  specialists  to  begin  with.  So 
we  did  make  that  point  in  our  report. 

Mrs.  MoRELLA.  I  appreciate  your  emphasizing  that  statement, 
because  that's  the  point  I  am  bringing  out. 

Mr,  Podesta.  Could  I  add  one  point? 

Mrs.  Morella,  Yes,  you  may. 

Mr.  Podesta.  And  that  is  that  we  had  been  in  office  all  of  4 
months,  and  I  would  admit  that  the  seven  employees  of  the  White 
House  Travel  Office  was  not  the  highest  priority  of  a  new  adminis- 
tration coming  into  office.  But  they  had  all  been  supervised  for  the 
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past  12  years  under  a  rather  continuous  list  of  people  who  did  have 
supervisory  authority.  They  did  get  around  to  it. 

I  agree  that  we  made  errors,  and  I  think  we  admitted  them, 
apologized  for  them,  reinstated  the  five  employees,  and  found  them 
new  jobs  in  our  executive  branch  agencies. 

Mrs.  MoRELLA.  You  know,  in  reading  the  accounts  before  you 
came,  I  noticed  that — and  this  ties  into  a  question — what  time  on 
the  morning  of  May  19  did  the  White  House  move  Worldwide  Trav- 
el into  the  White  House  Travel  Office? 

Mr.  PODESTA.  I  believe  they  moved  in  essentially  immediately 
after  the  employees,  seven  employees,  were  called  upstairs  in  the 
Old  Executive  Office  Building  to  be  informed  by  Mr.  Watkins  that 
they  would  be  terminated. 

Mrs.  MoRELLA.  That's  exactly  my  point.  I  just 

Mr.  PoDESTA.  They  were  there 

Mrs.  MORELIA.  It  seemed  like,  in  fairness,  you  have  some  people, 
you  call  them  upstairs  to  fire  them  at  the  very  same  time  that 
the — that  you  are  moving  this  Worldwide  Travel,  you  know,  with 
no  competition  or  anything,  right  in  there,  and  the  fired  White 
House  Travel  Office  employees  returned  to  their  office  and  within 
a  half  hour  after  leaving  it,  that's  when  they  find — am  I  not  cor- 
rect?— they  find  that  their  desks  are  taken  up  by  their  replace- 
ments? Is  this  any  way  to  run  a  government?  I  mean,  is  that  not 
correct?  It  happened  awfully  as  stated. 

Mr.  PoDESTA.  I  think  you  have  stated  the  facts  correctly,  and  I 
think,  as  I  said,  we  said  that  that  manner  of  handling  this  incident 
was  insensitive  and  we've  apologized  for  it. 

Mr.  Clinger.  The  gentlelady's  time  has  expired. 

Mrs.  MoRELLA.  My  time  has  expired.  I  will  ask  more  questions 
later. 

Mr.  Clinger.  The  gentleman  from  California,  you  are  going  to 
yield? 

Mr.  Waxman.  I  yield  to  the  gentleman  fi-om  Pennsylvania,  Mr. 
Kanjorski. 

Mr.  Kanjorski.  Thank  you  very  much,  Mr,  Waxman. 

Mr.  Clinger.  The  gentleman  is  recognized  for  5  minutes. 

Mr.  Kanjorski.  Mr.  Chairman,  I  think  there's  some  need  to  clar- 
ify the  record  here,  and  I  want  to  go  back  to  the  extensive  record 
fi'om  the  Subcommittee  on  Human  Resources  of  the  Committee  on 
Post  Office  and  Civil  Service  hearings  held  in  1991  and  1992.  And 
in  the  official  report,  we  have  statements  in  the  contents  on  page 
111  that  Mr.  Larsen,  Phillip  D.  Larsen,  as  Director  of  Personnel 
Management  Division,  Office  of  Administration,  at  the  White 
House.  His  biography,  provided  for  the  committee,  it  indicates  that 
between  the  years  1988 — or  for  the  years  1988  and  part  of  1989, 
Mr.  Larsen  was  deputy  director  of  the  Financial  Management  Divi- 
sion of  the  Office  of  Administration. 

Then  later,  on  page  156,  the  director  of  that  office,  Mr.  Ras- 
mussen,  testifies  that  that  office  had  control  over  all  nine  agencies 
of  the  White  House,  with  the  exception  of  the  executive  residence, 
and  that  they  handled  all  the  accounting  control  for  those  offices. 

Then  further,  on  page  167  of  that  congressional  hearing,  the  au- 
thority of  financial  management  is  defined,  and  in  that  section,  as 


440 

they  go  through  various  things,  is  accounting,  budget,  impressed 
funds,  and  travel. 

So  there  isn't  any  question  that  during  the  tenure  of  Mr.  Larsen 
at  the  White  House,  as  deputy  director  of  the  Financial  Manage- 
ment Division  of  the  Office  of  Administration,  he  had  jurisdiction 
over  travel  as  a  deputy  director. 

Now,  I  point  that  out  because  it's  very  important.  It  refers  to  the 
letter  that  the  chairman  read  of  a  denial  by  Mr.  Larsen  that  was 
sent  to  the  chairman  on  October  25,  1995,  and  in  that  letter  Mr. 
Larsen  makes  a  compelling  statement. 

On  page  4,  at  the  bottom,  he  inserts: 

Further,  I  have  no  knowledge  of  any  allegations  the  staff  at  the  White  House 
Travel  Office  or  any  member  of  the  staff  of  the  Office  of  Administration  received 
any  gifts  from  anyone  doing  business  with  the  White  House  Travel  Office,  as  sug- 
gested by  Representative  Collins. 

Mr.  Chairman,  I  would  like  to  offer  into  evidence  today  two 
statements,  both  just  testified  and  referred  to  by  the  witnesses: 
One,  the  whistle-blower  letter  addressed  to  Mr.  Bowsher,  the 
Comptroller  General  of  the  United  States,  dated  October  3rd,  1988, 
where  an  individual  who  we  suspect  was  later  fired  makes  allega- 
tions of  gifts  being  given,  fishing  parties  being  taken,  and  these 
being  very  broadly  shown  throughout  the  White  House.  That  too  is 
a  whistle  blower's  unsigned  statement. 

However,  we  have  a  two-page  copy  of  a  report  from  George  E. 
Saunders,  a  memorandum  for  Phillip  Brady — and  I  believe  this  is 
to  the  General  Accounting  Office  investigating  it — regarding  the 
unsigned  letter  to  the  General  Accounting  Office.  In  this  letter,  Mr. 
Dale  concedes  that  he  knew  of  gifts  being  given.  He  knew  of  fishing 
events.  He  knew  that  this  was  common  practice  at  the  time  that 
he  was  in  the  White  House  and  for  a  very  long  period  of  time  be- 
fore that  during  the  entire  12  years  of  the  Reagan/Bush  adminis- 
tration. 

Now,  I  believe  that — and  now  the  question  is:  Did  he  know  this 
as  the  investigator  of  this  committee? 

We  have  members  of  this  committee's  investigative  staff  that  will 
be  willing  to  testify  under  oath  that  Mr.  Larsen  made  two  individ- 
ual trips  to  the  Executive  Office  of  the  President  where  he  exam- 
ined these  documents  and  read  these  documents. 

Now,  it  would  seem  to  me  that  we  have  a  letter  of  total  denial 
of  any  allegations  of  gifts  or  any  gratuities  given,  yet  we  know  for 
a  fact  that  Mr.  Larsen,  while  he  was  the  chief  investigator  of  this 
committee,  made  two  trips,  had  these  documents  at  his  disposal, 
and,  we  assume,  read  them. 

Now,  if  he  didn't  read  them,  we  would  like  him  to  say  that  under 
oath.  But  it  seems  to  me  since  the  investigative  staff  on  the  minor- 
ity side  in  just  a  few  days  went  right  to  these  documents,  since 
they  were  very  clear  and  very  germane  to  this  issue,  that  we  now 
have  the  chief  investigator  of  this  committee,  in  writing  to  the 
chairman  of  this  committee,  making  an  absolute  denial  of  knowl- 
edge of  allegations  of  gift  giving  and  impropriety  occurring  in  the 
travel  of  the  White  House  when  he  was  deputy  director  of  financial 
management  of  the  administration  of  the  White  House.  I  think  that 
issue  is  so  fundamental  that  anything  these  witnesses  have  to  add 
for  a  4-month  period  of  time  pales  in  comparison  to  the  need  for 
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an  investigation,  as  indicated  by  Mr,  Moran  in  his  opening  state- 
ment, that  what  we  really  have  here,  is  an  ugly  mess  for  a  period 
of  10  to  12  years  through  the  entire  Reagan  administration  and  the 
Bush  administration  and  that  was  ultimately  cleared  up  only  by 
the  precipitous  act  of  the  Clinton  administration  in  the  first  4 
months  of  office,  after  they  became  aware  of  the  hearings  of  this 
Congress  in  1992  that  there  was  something  wrong  in  the  White 
House  Travel  Office. 

Mr.  Waxman.  Mr.  Chairman,  I  think  the  gentleman  asked  unani- 
mous consent  that  all  the  documents  he  referred  to  be  in  the 
record. 

Mr.  Clinger.  Without  obiection,  so  ordered. 

[The  information  referred  to  follows:] 

The  White  House, 

Washington, 
January  5,  1989. 

MEMORANDUM  FOR  PHILLIP  BRADY 
FROM:  GEORGE  E.  SAUNDERS 

SUBJECT:  INTERVIEWS  REGARDING  INFORMATION  CONTAINED  IN  AN  UN- 
SIGNED LETTER  TO  GAO  INVOLVING  THE  WHITE  HOUSE  TELEGRAPH 
AND  TRAVEL  OFFICE 
The  following  interviews  of  Billy  R.  Dale  and  Bamaby  "Barney"  Brasseaux  were 
conducted  by  Cnarles  Easley  and  George  Saunders. 

The  anonymous  letter  contained  information  set  out  in  6  paragraphs.  The  inter- 
view of  the  mdividuals  were  covered  on  a  paragraph  by  paragraph  basis.  The  results 
will  be  set  out  in  the  memo  under  the  corresponding  numbered  paragraphs. 

On  1/5/89,  Billy  R.  Dale,  Director,  Telegraph  and  Travel  Services  (TTS)  gave  the 
following  information: 

Bamaby  Brasseaux  has  been  employed  in  TTS  approximately  5  years  as  an  As- 
sistant to  the  Director,  TTS.  He  married  Fran  Brasseaux  after  being  employed  at 
the  White  House.  She  is  presently  employed  by  Pan  American  World  Airways  in 
sales  and  promotions. 

Dale  stated  that  he  counselled  Barney  after  he  married  to  insure  that  he  be  par- 
ticularly cso^ful  in  his  day  to  day  dealings  with  Pan  Am  so  there  would  be  no  dos- 
sible  conflict  of  interest.  Dale  stated  when  Brasseaux  receives  an  oflicial  call  from 
his  wife,  he  refers  her  to  another  TTS  staff  person.  Dale  feels  Brasseaux  has  been 
extremely  circumspect  in  regard  to  his  official  contacts  with  Pan  Am. 

Paragraph  3 

Dale  stated  all  the  major  airlines.  United,  American,  Continental,  etc.,  including 
Pan  Am,  make  av£ulable  tickets  to  his  office  for  sporting  events  being  held  in  the 
area.  He  first  inquires  if  anyone  on  his  staff  wishes  to  attend  a  particular  event. 
In  those  cases  when  no  one  on  his  staff  cares  to  use  these  tickets,  he  will  make  calls 
to  diflerent  offices  in  order  to  make  these  tickets  available.  These  offices  include  the 
Messenger  Unit,  Correspondence  Unit,  and  the  Advance  Office.  Dale  noted  all  these 
tickets  are  stamped  Complimentary"  with  -no  admission  price  listed.  In  his  opinion, 
the  different  airlines  receive  complimentary  tickets  from  the  ticket  sales  offices  at 
the  Capital  Centre  or  RFK  Stadium  for  publicity  purposes.  Dale  stated  that  he  has 
never  singled  out  particular  members  of  any  office  to  give  out  those  tickets.  Dale 
stated  the  author  of  the  anonymous  letter  is  in  error  to  this  accusation. 

Regarding  the  "fishing  parties"  on  Chesapeake  Bay,  Dale  stated  each  September, 
Pan  Am  sponsors  fishing  parties  in  which  they  make  spaces  available  to  a  number 
of  different  transportation  offices  in  the  WDC  area  for  this  excursion.  There  are  gen- 
erally about  15  persons  in  the  party,  Dale  stated  he  generally  receives  4  or  5  invita- 
tions and  handles  them  the  same  way  he  handles  the  sporting  event  tickets. 

Dale  noted  these  complimentary  tickets  have  been  make  available  for  years  and 
not  just  since  Brasseaux  joined  the  staff. 

Paragraph  4 

At  the  outset,  Dale  advised  Pan  Am  is  the  only  airline  that  will  book  international 
charter  flights  for  the  White  House.  He  has  on  a  number  of  occasions  personally 
contacted  other  airlines  for  bids  for  these  flights  to  no  avail.  Dale  also  advised  that 
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anytime  he  speaks  with  a  sales  representative  from  any  airline,  he  will  ask  if  they 
have  any  interest  in  providing  a  plane  for  the  White  rfouse  Charter  flights.  All  ex- 
cept Pan  Am  have  declined.  He  stated  the  first  sentence  of  this  anonymous  letter 
is  absolutely  false. 

As  regards  "gifts"  Dale  stated  on  any  given  flight  overseas,  a  memento  or  souvenir 
of  some  type  is  given  to  persons,  both  press  and  staff,  who  board  these  flights.  These 
gifts  vary  from  monogrammed  glasses  to  small  jewelry  boxes.  All  are  engraved  to 
commemorate  a  particular  flight.  Dale  stated  the  cost  for  the  Charter  flight  is  nego- 
tiated. He  has  never  heard  of  any  billing  to  Pan  Am  for  these  gifts  and  allegedly 
added  to  the  cost.  Dale  stated  he  has  opfmsed  thesegifts  being  handed  out  because 
it  is  just  one  more  item  that  has  to  be  nandled  by  TTS  prior  to  plane  boarding.  He 
categorically  denies  there  has  ever  been  a  purchase  of  gifts  by  the  TTS  for  distribu- 
tion to  the  press. 

Paragraph  5 

Dale  stated  the  allegations  contained  in  this  paragraph  are  absolutely  false  and 
the  "up-gradingf  of  chits  by  TTS  does  not  exist.  If  there  is  any  upgrading,  it  would 
be  a  matter  between  the  particular  staff  member  and  the  airline  involved.  He  stated 
almost  all  travel  for  senior  staff  members  is  on  military  aircraft  which  negates  the 
"up-grading"  feature  for  this  group. 

Paragraph  6 

Dale  stated  any  one  traveling  on  official  business  for  the  White  House  maintains 
his  own  record  of  the  miles  traveled.  TTS  does  not  get  involved  with  the  airline  re- 
garding "frequent  flyer"  status.  Both,  Larry  Speakes  and  Don  Regan  requested  TTS 
to  obtain  "frequent  flyer"  applications  for  them  so  they  could  request  this  status. 
Out  of  courtesy,  applications  were  obtained.  TTS  knows  nothing  further  on  this  mat- 
ter. 

Dale  was  informed  by  the  interviewers,  that  based  on  the  info  contained  in  the 
anonymous  letter,  it  appears  the  letter  was  written  by  someone  on  his  staff.  Dale 
concurred  and  feels  he  knows  the  identity  of  the  individual.  Dale  has  talked  to  his 
staff  about  the  content  of  this  letter  (Dale  does  not  have  a  copy)  except  the  person 
he  feels  is  the  author.  Dale  has  been  dissatisfied  with  this  incUvidual's  performance 
and  is  seriously  considering  terminating  his  employment.  Dale  is  planning  to  pursue 
this  matter  with  his  staff. 

Dale  stated  he  will  keep  this  office  informed  of  the  result. 

On  1/6/89,  Bamaby  L.  Brasseaux,  Assistant  to  the  Director,  Telegraph  and  Travel 
Services  (TTS)  gave  the  following  information. 

Brasseaux  has  been  employed  in  TTS  since  July  1982,  and  was  not  married  to 
Fran  until  March  1984.  Fran  is  presently  employed  by  Pan  American  World  Air- 
ways, and  is  responsible  for  Pan  Am's  promotional  activities  in  this  area.  Bamaby 
stated  that  he  does  not  have  any  official  dealings  with  his  wife.  As  per  an  agree- 
ment between  himself  and  Billy  Dale,  should  he  receive  an  official  call  from  his  wife 
he  immediately  turns  over  to  one  of  the  other  TTS  staff  persons. 

Paragraph  3 

Bamaby  stated  that  it  is  common  practice  for  all  major  airlines  to  obtain  free  tick- 
ets for  local  sporting  events  which  they  in  turn  pass  on  to  their  clients.  He  is  aware 
of  Pan  Am  providing  free  tickets  to  the  TTS,  but  stated  that  it  is  a  routine  practice 
that  been  going  on  for  many  years,  certainly  not  long  before  he  married  his  wife 
or  even  before  ne  started  working  at  the  White  House.  Tickets  are  normally  sent 
to  Billy  Dale,  but  should  he  or  anyone  else  in  the  office  receive  tickets  they  are  im- 
mediately turned  over  to  Billy  who  handles  the  distribution.  The  invitations  for  the 
September  fishing  party  on  the  Chesapeeike  Bay  are  handled  in  the  same  manner. 

Bamaby  statea  that  neither  he  nor  nis  wife  had  any  influence  over  the  TTS  re- 
ceiving free  passes  from  Pan  Am,  and  felt  that  should  both  lose  their  jobs  tomorrow 
the  free  tickets  would  still  be  provided. 

Paragraph  4 

Bamaby  stated  that  he  is  not  involved  in  making  any  decision  as  to  which  airlines 
receives  a  charter.  That  decision  is  the  responsibility  of  Billy  Dale.  Bamaby  con- 
cluded that  he  was  aware  that  Pan  Am  was  the  only  major  airlines  that  had  shown 
any  recent  interest  in  providing  an  aircraft  for  charter.  Since  the  deregulation  of  the 
airlines  most  companies  can  turn  a  higher  profit  by  keeping  their  aircraft  in  pas- 
senger service  rather  then  tying  one  up  on  a  charter. 

Bamaby  was  aware  that  Pan  Am  did  pass  out  mementos  or  souvenirs  to  both 
members  of  the  press  and  staff  traveling  on  certain  flights.  Bamaby  did  not  know 
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if  that  increased  the  cost  stating  that  Billy  was  responsible  for  negotiating  the  cost 
for  charters. 

Paragraph  5 

Bamaby  stated  that  about  a  year  ago  Pan  Am  had  a  promotion  which  involved 
chits  that  upgraded  fiall  fare  passengers  to  the  next  class  (i.e.  2d  to  business  to  Ist). 
These  chits  were  given  to  him  by  his  wife.  Most  White  House  Employees  fly  under 
government  rates,  not  full  fare,  and  did  not  qualify  for  the  chits.  The  limited  num- 
ber of  chits  were  available  to  anyone  flying  full  fare.  The  availability  of  these  chits 
were  common  knowledge  and  available  for  any  TTS  staff  member  to  pass  out  to 
qualifled  flyers. 

Bamaby  stated  this  was  a  one  time  event,  that  normally  the  TTS  does  not  get 
involved  in  upgrading  tickets  for  any  staff  member. 

Paragraph  6 

Bamaby  stated  that  both  Larry  Speakes  and  Donald  Regan  had  ask  if  TTS  could 
obtain  applications  for  the  Pan  Am  Frequent  Flyer  Club.  He  did  obtain  the  applica- 
tions, but  it  was  left  up  to  both  Mr.  Speaks  ancf  Mr.  Regan  to  complete  the  applica- 
tions and  return  them  to  Pan  Am.  Bamaby  stated  that  he  would  do  the  same  for 
any  employee  in  this  complex  for  Pan  Am  or  any  other  airlines. 

Chuck  and  I  both  felt  that  Billy  and  Bamaby  were  cooperative  during  these  inter- 
views, and  appeared  to  be  sincere  and  honest  in  all  their  answers.  From  the  infor- 
mation they  provided  we  feel  the  conflicts  of  interest  and/or  improprieties  alluded 
to  in  the  anonymous  letter  from  a  concerned  citizen  dated  October  3,  1988, 

RECOMMENDATION:  Unless  the  writer  of  that  letter  chooses  to  come  forward 
with  additional  information  to  substantiate  the  allegations  we  recommend  the  inves- 
tigation be  closed. 

[The  letter  dated  October  3,  1988,  appears  on  page  351.] 

[A  copy  of  the  Post  Office  and  Civil  Service  hearing,  Serial  No. 
102-46  "^Vhite  House  Personnel  Authorization  Act  of  1978:  To  Re- 
view Transportation  Expenditures  Under  the  Act"  can  be  found  in 
the  committee  files.] 

Mr.  Kanjorski.  I  would  direct  my  first  question  to 

Mr.  Clinger.  Or  only  question,  I  might  point  out. 

Mr.  Kanjorski.  All  right. 

Are  you  familiar,  Ms.  Kingsburv,  of  the  number  of  examinations 
particularly  made  by  the  General  Accounting  Office  in  the  period 
of  1988,  1989,  1991, 1  believe,  of  the  White  House  Travel  Office  and 
the  89th  wing? 

Are  you  aware,  or  do  you  have  any  reports  at  hand,  about  the 
lack  of  cooperation  and  the  total  stonewalling  that  the  General  Ac- 
counting Office  received  at  that  time  and  that  in  total  frustration 
did  not  complete  their  audit  and  left  without  being  able  to  conclude 
anything  because  of  the  stonewalling  and  because  of  the  lack  of  co- 
operation of  records  and  documents  available  to  the  General  Ac- 
counting Office? 

Ms.  Kingsbury.  Would  you  repeat  the  timeframe  you  are  refer- 
ring to? 

Mr.  Kanjorski.  Stretching  through  the  period  of  1988  through 
1991. 

Ms.  Kingsbury.  Well,  I  am  aware  of  having  done  some  work  on 
the  military  airlift  wing.  We  did  issue  a  report  on  that  though,  and 
I  would  have  to  go  back  and  look  at  the  timeframe. 

We  have  periodically  done  work  at  the  White  House,  and  it  has 
always  been  something  of  a  challenge  to  get  the  documents  that  we 
needed.  But  I  am  not — I  am  not  aware  of  actually  complaining 
about  stonewalling  at  any  point  in  that  time. 

Mr.  Clinger.  The  gentleman's  time  has  expired,  and  before  I 
yield,  I  would  just  make  the  point  again,  though,  that  this  inves- 
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tigation  and  the  call  for  it  was  initiated  long  before  Mr.  Larsen 
came  to  work  for  the  committee.  So  in  no  way  was  it  at  his  initia- 
tive that  this  investigation  was  undertaken. 

I  would  now  yield  to  the  gentleman  from  New  Mexico,  Mr.  Schiff, 
for  5  minutes. 

Mr.  Schiff.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  want  to  reemphasize  your  point.  What  we  are 
hearing  today  is  criticism  of  the  timing  of  this  hearing  and  criti- 
cism 01  an  individual  who  was  an  investigator  in  this  matter. 

Very  simply,  Mr.  Chairman,  when  you  requested  this  hearing 
more  than  2  years  ago,  as  our  then  senior  minority  member,  before 
Mr.  Larsen  even  went  to  work  for  this  committee,  the  majority 
could  have  set  any  time  they  wanted  for  this  hearing.  The  majority 
could  have  chosen  any  investigators  they  wanted.  They  chose  not 
to  do  so.  In  fact,  they  chose  not  to  do  anything. 

Now,  Mr.  Chairman,  I  would  like  to  say  that  what  we  are  trying 
to  determine  today  is,  in  view  of  the  fact  that  there  have  been  five 
inquiries  into  the  Travel  Office  matter,  whether  any  further  action 
by  Congress  is  necessary,  and  it  seems  to  me  the  first  obvious  ques- 
tion is  whether  these  five  agencies  that  did  investigations  received 
the  full  cooperation  of  the  administration  in  the  course  of  that  in- 
vestigation or  whether  they  were  not  provided  with  certain  infor- 
mation that  might  have  been  critical  to  their  respective  tasks. 

I  note  a  great  deal  of  discussion  in  the  media  in  the  last  several 
months  that  apparently  the  late  Mr.  Vincent  Foster,  when  he  was 
deputy  counsel  for  the  White  House,  had  his  own  file  on  the  Travel 
Office,  and  I  again  am  getting  this  all  from  the  media,  but  that 
that  file  was  not — it  was  not  even  made  known  that  that  file  ex- 
isted until  this  year,  which  is  after  all  of  these  investigations  were 
completed. 

Now,  Mr.  Shaheen,  you  have  been  quoted  in  the  press  at  some 
length  on  that  issue,  and  if  any  of  those  statements  are  correct,  I 
wonder  if  you  could  elaborate:  Is  there — was  there  a  file  that  Mr. 
Foster  put  together  in  his  role  as  counsel,  and  was  it  made  avail- 
able to  you? 

Mr.  Shaheen.  Congressman,  I  believe  the  quotation  attributed  to 
me  was  fi-om  a  memorandum  I  prepared  for  the  Deputy  Attorney 
General's  Office  to  express  our  office's  dismay  and  surprise, 
shock — I  think  I  used  the  word  "stunned" — to  learn  from  a  maga- 
zine article  that 

Mr.  Clinger.  Could  you  pull  the  microphone  a  little  closer,  Mr. 
Shaheen? 

Mr.  Shaheen.  I  am  sorry,  Mr.  Chairman. 

Mr.  Schiff.  What  word  did  you  say  you  used? 

Mr.  Shaheen.  I  think  in  the  memorandum  I  am  quoted  as  using 
the  word  "stunned"? 

Mr.  Schiff.  "Stunned"? 

Mr.  Shaheen.  And  shocked,  at  learning,  by  reading  Newsweek, 
that  the  late  Deputy  Counsel  Foster  had  maintained,  we  were  told, 
compulsively — he  was  a  compulsive  note  taker  and  had  maintained 
a  daily  log,  which  would  have  been  very  helpful.  We  have  since  ob- 
tained a  copy  of  that.  A  daily  log 

Mr.  Schiff.  I  am  sorry  to  interrupt.  Did  you  say  the  timeframe? 
In  other  words,  when  did  you  say  this  in  Newsweek? 
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Mr.  Shaheen.  We  learned  of  it  in  July  of  this  year. 

Mr.  ScHlFF.  Of  this  year. 

Mr.  Shaheen.  Of  1995.  We  needed  it,  had  requested  that  and 
anything  relevant  such  as  that  at  every  interview  we  conducted  in 
the  White  House,  and  that  request  for  all  relevant  documentation 
was  preceded  in  writing  by  a  letter  to  the  White  House,  to  White 
House  Counsel  Nussbaum  and  to  Chief  of  Staff  McLarty  from  the 
deputy  attorney  general  informing  when  he,  Deputy  Attorney  Gen- 
eral Heymann,  informed  the  White  House  by  that  communication 
that  we  would  be  conducting  the  review. 

Mr.  SCHIFF.  I  am  sorry  to  interrupt,  but  could  you  set  the  time- 
frame straight.  You  said  you  learned  through  a  Newsweek  article 
that  this  file  may  have  existed,  kept  by  the  late  Mr.  Foster,  in  July 
of  this  year.  When  were  the  requests  made  for  information  and  doc- 
uments that  you  are  now  describing? 

Mr.  Shaheen.  I  am  soriy  for  any  confusion.  Congressman  Schiff. 
We  made  the  request,  botn  orally  and  in  writing,  at  the  inception 
of  our  investigation  in  1993. 

Mr.  Schiff.  Two  years  earlier? 

Mr.  Shaheen.  Yes,  sir,  at  the  time  we  needed  them,  during  the 
pendency  of  our  inquiry  and  at  the  outset  of  our  inquiry,  and  we 
learned  of  their  existence  in  July  of  this  year. 

I  might  also  add  that  it  came  as  a  surprise  to  the  first  special 
prosecutor,  Fiske,  whom- 1  had  occasion  to  see  recently  at  a  depart- 
mental function,  and  he  indicated  that  his  subpoena  for  those 
records  was  quite  explicit  and  covered — and  there  was  no  way  of 
mistaking  that  his  subpoena  specifically  requested  precisely  those 
documents  that  we  learned  this  July  1995  had  never  been  tendered 
to  either  me  or  to  Mr.  Fiske. 

Mr.  Schiff.  Do  you  happen  to  remember  when  Mr.  Fiske,  as  spe- 
cial prosecutor,  issued  his  subpoena?  Do  you  remember  the  time- 
frame, I  mean? 

Mr.  Shaheen.  I  do  not.  It  had  to  be  in  the  spring  or — late  spring 
of  1994.  He  took  office  approximately  then. 

Mr.  Schiff.  Thank  you. 

All  right.  Let  me  ask  the  other  witnesses,  on  behalf  of  the  agen- 
cies that  you  represent  here,  let  me  start  on  this  end.  Mr.  Smith, 
did  you  know  about  the  file  kept  by  Mr.  Foster? 

Mr.  Smith.  My  investigation  was  really  in-house  within  the  FBI; 
and,  no,  I  did  not  know  about  a  file. 

Mr.  Schiff.  Ms.  Kingsbury,  did  you  know  about  that  in  the  in- 
vestigation? 

Ms.  Kingsbury.  No,  sir,  I  didn't  know  about  the  file  until  re- 
cently. 

Mr.  Schiff.  Mr.  Podesta,  did  you  know  about  the  file? 

Mr.  Podesta.  Mr.  Schiff,  I  didn't  know  about  it  during  the  time 
that  I  was  conducting  the  review.  I  learned  about  it,  I  believe,  in 
early  July  1994. 

Mr.  Schiff.  You  learned  about  it  in  early  July  1994? 

Mr.  Podesta.  That's  correct. 

Mr.  Schiff.  And  that  was  as  you  were  working  at  the  White 
House  at  that  time? 

Mr.  Podesta.  That's  correct. 
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Mr.  SCHIFF.  When  was  it  made  public  that  this  file  exists?  Be- 
cause Mr.  Shaheen  said  he  didn't  learn  about  it  until  July  1995, 
a  whole  year  later. 

Mr.  PoDESTA.  Well,  I  believe  it  was  made  public  in  the  timefi^ame 
that  Mr.  Shaheen  raised.  It  was  made  available  to  Mr.  Starr;  rel- 
evant portions  were  made  available  to  the  Public  Integritv  Section, 
which  was  still  looking  at  the  Travel  Office  matter;  and  it  is  my 
understanding  that  it  was  tendered  to  Mr.  Fiske  in  July  1994  by — 
first  by  a  phone  call  fi'om  Mr.  Klain,  the  deputy  White  House  coun- 
sel, to  one  of  Mr.  Fiske's  associates  and  then  in  a  letter  fi^om  Mr. 
Klain  to  the  Independent  Counsel's  Office. 

Mr,  SCHIFF.  If  I  could  follow  it  up  just  quickly:  Was  a  copy  of 
that  file  actually  given  to  Mr.  Fiske? 

Mr.  PoDESTA.  1  think  Mr.  Fiske  was — the  existence  of  the  file 
was  noted  to  Mr.  Fiske,  and  they  asked  him  whether  he  would — 
that  whether — whether  he  was  still  requesting  it,  and  I  believe 
that  shortly  thereafter  Mr.  Fiske  was  removed.  Mr.  Starr  came  in. 
The  file  was  made  available  to  Mr.  Starr. 

Mr.  ScHiFF.  Thank  you,  Mr.  Chairman. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

The  gentlelady  from  New  York  is  recognized  for  5  minutes. 

Ms.  Slaughter.  I  am  going  to  split  my  time  between  Mr.  Moran 
and  Mr.  Kanjorski,  if  I  may. 

Mr.  Moran.  I  thank  you  very  much,  Ms.  Slaughter.  I  trust  the 
chairman  won't  take  that  from  my  time. 

I  would  like  to  first  address  Ms.  Kingsbury  from  the  General  Ac- 
counting Office. 

On  October  3,  1988,  a  letter  was  received  by  the  Comptroller 
General  of  the  General  Accounting  Office  asking  for  the  investiga- 
tion of  gifls  that  were  received  by  President  Reagan's  White  House 
travel  employees  and  other  Reagan  White  House  staff  who  were 
guests  of  Pan  Am  Airways  at  various  events  and  they  were  the  re- 
cipients of  other  favors  as  well. 

At  that  time,  Pan  Am  was  the  near  exclusive  provider  of  charter 
services  for  the  Travel  Office.  Now,  Barnaby  Brasseux  was  an  em- 
ployee of  the  Reagan  White  House  Travel  Office  and  was  married 
to  Fran  Brasseux,  who  was  the  sales  promotion  manager  at  Pan 
Am. 

The  letter  to  the  General  Accounting  Office  implied  that  Mr. 
Brasseux  used  the  availability  of  the  airline's  gifts.  Pan  Am  air- 
line's gifts,  that  were  made  possible  through  his  wife,  as  a  way  to 
improve  his  status  and  that  of  his  wife. 

Now,  when  this  letter  was  received  by  the  Greneral  Accounting 
Office,  what  did  you  do  with  it? 

Ms.  Kingsbury.  Well,  this  letter  came  in  to 

Mr,  Clinger.  Ms.  Kingsbury,  before  you  respond,  I  must  at  this 
point  indicate  that  the  subject  of  this  hearing  is  the  firing  of  the 
White  House  Travel  Office  employees  and  of  the  subsequent  inves- 
tigations that  occurred  as  a  result  of  that  firing. 

The  issues  that  the  gentleman  from  Virginia  are  raising  and  the 
gentleman  from  Pennsylvania  are  raising  relate  to  other  issues 
that  are  not  germane  to  this  hearing.  It  is  entirely  possible  that, 
if  the  gentlemen  request,  we  can  hold  hearings  on  those  matters, 

Mr.  Waxman.  Mr.  Chairman 
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Mr.  Clinger.  That  is  not  the  subject  of  this  hearing,  and  I  am 
going  to  rule  those  questions  out  of  order. 

Mr.  Waxman.  Mr.  Chairman,  point  of  order, 

Mr.  Clinger.  Point  of  order.  The  gentleman  wrill  state  his  point 
of  order. 

Mr.  Waxman.  My  point  of  order  is  that  the  questions  of  the  gen- 
tleman are  completely  appropriate  and  within  the  scope  of  this 
hearing.  This  hearing  is  about  the  actions  of  the  Clinton  adminis- 
tration that  they  took  with  regard  to  the  Bush  administration's 
White  House  travel  operation. 

All  of  the  irregularities  in  that  Bush  White  House  operation  are 
appropriate  as  to  the  actions  of  the  Clinton  people  to  get  rid  of 
them,  to  stop  that  kind  of  misconduct,  and  to  replace  them  with 
others  who  would  run  the  operation  appropriately. 

I  can't  see  how  you  can  say  that  we  are  going  to  investigate  the 
Travel  Office,  ignore  all  the  wrongdoing  of  the  Bush  administra- 
tion's Travel  Office,  and  only  look  at  how  the  Clinton  administra- 
tion dealt  with  the  question  of  replacing  the  people  who  had  not 
acted  appropriately. 

Mr.  Clinger.  The  scope  of  this  hearing,  the  scope  of  any  hearing 
for  investigative  purposes,  is  determined  by  the  chairman  of  the 
committee. 

Mr.  Waxman.  Mr.  Chairman. 

Mr.  Clinger.  The  scope  of  this  hearing  is  limited  to  the  consider- 
ation of  whether  or  not  the  investigations  and  the  reports  that 
came  out  of  those  investigations  were  indeed  accurate,  complete, 
and  thorough. 

Now,  the  issues  that  you  raise  having  to  do  with  what  may  or 
may  not  have  gone  on  in  previous  administrations  may  very  well 
be  a  subject  for  future  hearings,  but  they  are  not  germane  or  rel- 
evant to  the  issues  that  we  are  exploring  here  today,  and  I  think 
it  is  clear  that  this  is  an  attempt  to  obfuscate,  to  sort  of  confuse, 
the  issue  with  a  bunch  of  irrelevant  information. 

So  I  am  going  to  preclude  further  questioning  with  regard  to 
events  that  occurred  in  previous  administrations  at  this  hearing, 
and  I  will  assure  the  gentleman  that  I  would  be  willing  to  enter- 
tain requests  for  hearings  to  examine  those  issues  at  another  time, 
but  we  cannot  allow  this  hearing  to  be  subverted  on  the  issues  that 
are  not  germane  to  the  purpose  of  this  hearing. 

Mr.  Waxman.  Mr.  Chairman,  if  I  might  be  heard  further  on  this 
very  point,  to  say  that  you  can't  ask  what  happened,  what  the  rea- 
sons were  for  someone  firing  an  employee,  inquire  into  the  actions 
of  wrongdoing  by  that  employee  that  was  fired,  but  only  as  to  the 
procedure  that  might  have  been  followed  for  firing  that  employee, 
seems  to  me  to  be  very  narrow. 

Why  the  Clinton  administration  acted  as  they  did,  as  a  result  of 
the  hotline  information  they  were  getting  about  irregularities  in 
the  Travel  Office,  clearly  had  something  to  do  with  their  thinking 
about  getting  rid  of  Mr.  Dale  and  the  others  that  were  there. 

How  can  you  inquire  about  the  Clinton  administration's  actions 
without  finding  out  what  information  they  had,  what  misconduct 
they  were  responding  to,  by  the  Travel  Office  under  the  previous 
administration? 
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Mr.  Clinger.  I  might  just  indicate  that  the  witnesses  that  we 
have  before  us  are  either  the  authors  of  or  the  principal  super- 
visors of  the  preparation  of  reports  which  were  very  Hmited  in  their 
scope.  These  witnesses  are  not,  with  all  due  respect,  necessarily 
competent  to  get  into  the  issues  that  the  gentleman  and  others 
have  tried  to  raise  at  this  hearing  which  have  to  do  with  items  that 
occurred  in  a  previous  administration.  If  we  need  to  explore  those, 
we  would  obviously  have  to  have  different  witnesses  who  would  be 
much  more  conversant  with  the  elements  that  were  involved  in 
those  investigations. 

So  I  would  again  indicate  that  the  purpose  of  this  hearing  and 
the  scope  of  this  hearing  is  limited  to  the  discussion  of  these  inves- 
tigative reports  and  to  make  a  determination  of  whether  they  were 
thorough  and  complete  enough  so  that  we  don't  need  to  look  at  this 
any  further. 

Mr.  Waxman.  a  point  of  parliamentary  procedure. 

Mr.  Clinger.  The  gentleman  will  state  it. 

Mr.  Waxman.  I  would  like  to  know  what  authority  the  chairman 
would  rely  on  to  limit  the  scope  of  a  Member  of  Congress  questions 
relating  to  a  hearing  before  us,  especially  when  the  GAO  report 
makes  it  clear — and  the  GAO  witness  and  report  before  us  makes 
a  clear  reference  that  in  1988  the  GAO  hotline  received  an  anony- 
mous letter  regarding  the  Travel  Office.  In  keeping  with  its  stand- 
ard practice,  the  hotline  referred  the  letter  to  the  appropriate  agen- 
cy officials  for  action,  in  this  instance,  to  the  White  House  Coun- 
sel's Office.  And  they  go  on  further  to  talk  about  that  issue. 

How  is  that  not  within  our  scope?  And  on  what  authority  does 
the  chairman  rely  to  make  such  an  arbitrary  ruling  that  members 
may  not  fully  explore  the  matters  that  are  before  us  with  the  wit- 
nesses that  are  before  us? 

Mr.  Clinger.  I  am  not  indicating  that  you — to  restrict  the  rights 
of  any  member  to  ask  a  question.  I  can,  however,  indicate  to  the 
witnesses  that  they  need  not  answer,  and  certainly  they  will  not 
answer  if  they  do  not  have  the  relevant  information  to  respond  to 
those  questions,  and  I  feel  that  this  particular  panel  is  not  really 
competent  to  address  this  kind  of  a  question. 

Mr.  Green.  Mr.  Chairman,  I  think  the  best  folks  to  ask  this  are 
these  witnesses. 

Mr.  Clinger.  We  are  now  getting  to  the  point  of  obstructionism 
in  this  hearing. 

I  will  tell  the  gentleman  and  the  gentlelady  that  at  some  point, 
if  we  are  going  to  persist  in  trying  to  broaden  the  range  of  this 
hearing  in  the  areas  that  are  not  under  consideration  in  this  hear- 
ing, that  I  will  adjourn  this  matter  and  we  will  go  to  a  much  more 
formal  procedure  of  subpoenaing  witnesses  and  bringing  before  us 
other  individuals  that  are  directly  involved. 

Mr.  Waxman.  Point  of  parliamentary  procedure. 

Mr.  Clinger.  I  would  indicate  that  there  does  seem  to  be  an  ef- 
fort here  to,  in  effect,  not  allow  the  witnesses  to  talk  about  their 
reports. 

I  mean,  the  whole  purpose  of  this  is  not  in  any  way  to  either 
characterize  these  reports  as  one  thing  or  another.  Our  whole  pur- 
pose was  to  determine  were  they  thorough,  were  they  complete,  did 
they  address  all  the  issues  that  were  raised? 
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Now  having  said  that,  I  would  now  yield  again  to  the  gentlelady 
from  New  York 

Mr,  Waxman.  Point  of  parliamentary  procedure. 

Mr.  Clinger.  If  the  gentleman  would  state  it. 

Mr.  Waxman.  Could  the  chairman  cite  to  me  the  authority  that 
would  say  when  a  Member  of  Congress  asks  a  question,  it  amounts 
to  obstruction  of  the  hearing  and  that  the  witnesses  can  be  limited 
in  the  answer  of  the  question,  even  though  they  have  knowledge 
that  would  be  relevant  and  responsive  to  the  question  asked? 

Mr.  Clinger.  I  would  cite  the  gentleman  to  Rule  (kXD  of  the 
Committee  rules  which  state,  "The  chairman  at  an  investigative 
hearing' — which  is  what  this  is — ^"shall  announce  in  an  opening 
statement" — which  I  did — "the  subject  of  the  investigation.  There- 
after, anything  that  is  deemed  beyond  the  scope  of  that  investiga- 
tion is  irrelevant  to  the  consideration  before  the  committee." 

I  have  ruled  that  these — and  I  have  stated  that  the  scope  of  this 
hearing  is  limited  to  a  consideration  of  the  five  investigative  re- 
ports that  were  done  with  regard  to  the  Travel  Office. 

Now,  those  questions  that  relate  to  those  investigative  reports  I 
think  are  perfectly  relevant.  But  now  to  discuss  matters  that  oc- 
curred in  1988  or  1987,  or  1920  for  that  matter,  are  beyond  the 
scope  of  what  we  are  dealing  with  here  today. 

I  have  indicated  to  all  of  the  members  of  the  minoritv  side  that 
if  those  are  issues  which,  by  the  way,  they  might  well  have  ex- 
plored in  the  last  2  years  but  apparently  did  not  feel  they  were  sig- 
nificant enough  to  explore  at  that  time,  that  we  can  indeed  look  at 
those  issues. 

Was  the  Bush  administration  in  dereliction  or  doing  wrong 
things?  We  will  look  at  that  if  the  minority  chooses  to  do  so.  This 
is  not  the  time  nor  place  to  be  exploring  those  issues.  The  time  and 
the  place  to  explore  those  issues  would  oe  at  a  subsequent  hearing. 
And  now  I  would  yield  again 

Mr.  Waxman.  But,  Mr.  Chairman,  point  of  further  parliamentary 
inquiry.  We  have  before  us  the  GAO  report.  We  have  a  witness 
fi-om  the  GAO.  In  that  report,  they  talk  about  actions  in  1988  in 
the  White  House  Travel  Office.  This  was  during  the  Bush  adminis- 
tration. They  raise  these  points  because  they  talk  about  how  that 
office  was  mismanaged,  which  is  clearly  relevant  to  the  actions 
taken  by  the  people  who  inherited  the  White  House  Travel  Office 
when  they  inherited  the  White  House. 

I  just  raise  the 

Mr.  ScfflFF.  Point  of  order,  Mr.  Chairman.  He  is  making  asser- 
tions in  a  point  of  order. 

Mr.  Waxman  [continuing].  That  the  chairman  cannot  exclude 
from  coverage  in  the  scope  of  this  hearing  matters  that  are  in  re- 
ports before  us  for  investigation. 

I  further  ask  unanimous  consent  that  the  gentleman  be  given  a 
full  5  minutes  because  he  was  interrupted,  and  I  hope  that  he 
would  not  be  obstructed  by  the  Chair  in  trying  to  limit  his  ques- 
tions. 

Mr.  Cle^ger.  I  will  indeed  limit  the  scope  of  the  discussion  to  the 
matters  that  are  relevant  to  this  hearing. 

Mr.  Green.  Mr.  Chairman,  could  you  direct  us  to  what  pages  of 
the  GAO  report  that  we  can  ask  questions  on? 


450 

Mr.  Clinger,  The  gentleman  is  free  to  ask  anv  questions  regard- 
ing the  investigations  that  were  explored  and  that  are  the  siibject 
of  this  hearing,  but  I  think  to  explore  elements  that  may — that  pre- 
ceded that  event  I  think  are  irrelevant  and  beyond  the  scope  of  the 
discussion. 

Now,  as  I  have  indicated,  there  would  seem  to  be  here  a  pattern 
of  attempting  to  basicallv  abort  this  particular  hearing  by  going 
way  astray  from  things  tnat  are  beyond  what  we  are  trying  to  ac- 
complish nere,  which  is — you  know,  I  thought  would  be  a  non- 
controversial  hearing  because  I  really  was  interested  in  finding  out 
what  had  been  determined  by  the  investigative  reports. 

Mrs.  Collins  of  Illinois.  Would  the  chairman  yield? 

Mr.  Clinger.  I  would  be  happy  to  yield. 

Mrs.  Collins  of  Illinois.  Mr.  Chairman,  I  don't  believe  that  we 
on  this  side  are  trying  to  abort  the  hearing.  We  want  a  full  and 
open  airing  of  what  has  happened  with  the  Travel  Office. 

Mr.  Clinger.  And  I  have  promised  you  that  you  would  have  that 
opportunity  to  determine,  to  discuss,  and  to  look  into  matters 
which  you  raise  which  are  not  relevant  to  the  scope  of  this  hearing. 
I  am  perfectly  willing  to  consider  further  hearings  on  the  matters 
that  you  are  looking  at,  although  I  did  indicate  I'm  not  sure  why 
you  didn't  pursue  these  matters  when  you  basically  had  the  major- 
ity. 

Mrs.  CoLLESfs  OF  Illinois.  We  didn't  know  about  them,  Mr. 
Chairman,  because  they  were  well  hidden  in  the  documents,  be- 
cause the  investigations  that  were  done  at  that  time  were  all 
closed. 

Mr.  Clinger.  That's  why  we  are  having  this  hearing,  to  try  to 
find  out. 

Mrs.  Collins  of  Illinois.  Well,  if  that  is  the  case,  Mr.  Chair- 
man, you  know,  a  lot  has  gone  on  with  this  Peat  Marwick  review 
and  other  things,  and  you  never  got  into  any  of  those  kinds  of  ques- 
tions. I  think  they  all  are  part  of  this  hearing  today.  The  scope  of 
the  hearing  cannot  be  narrow  beyond  what  is  relevant. 

The  status  of  the  White  House  providing  information  to  GAO  and 
Congress  in  previous  administration  is  also  relevant. 

It  is  also  relevant  to  look  at  the  context  of  the  White  House  re- 
sponse to  allegations  of  wrongdoing  in  the  Travel  Office  and  how 
it  compared  to  previous  actions.  That's  very  relevant,  everybody 
knows  that,  and  I  think  we  should  follow  along  those  lines,  Mr. 
Chairman. 

Thank  you  for  yielding. 

Mr.  Mica.  Regular  order,  Mr.  Chairman. 

Mr.  Moran.  Thank  you,  Mr.  Mica. 

I  would  appreciate  us  getting  back  to  a  question  that  I  had  left 
pending  ana  certainly  did  not  come  anywhere  near  using  my  time. 

Mr.  Waxman.  I  ask  unanimous  consent  that  the  gentleman  be  al- 
lowed to  ask  his  Questions. 

Mr.  Clinger.  Tne  gentleman  has  4  additional  minutes. 

Mr.  Moran.  Thank  you,  Mr.  Chairman.  Regardless  of  what  the 
young  lady  from  Mr.  Gingrich's  staff  has  been  whispering  in  your 
ear,  I  am  going  to  appeal  to  your  sense  of 

Mr.  Clinger.  Would  the  gentleman  yield?  The  young  lady  is  not 
from  Mr.  Gingrich's  staff. 
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Mr.  MoRAN.  She  was.  She  was,  Mr.  Chairman. 

Mr.  Chairman,  White  House  Travel  Office  operations.  General 
Accounting  Office  report,  May  1994,  it's  part  of  this  hearing,  and 
on  page  22  it  says  in  1988  the  GAO  hotline  received  a  letter  re- 
garding the  Travel  Office,  and  it  goes  into  exactly  the  information 
that  I  asked  of  our  Greneral  Accounting  Office  witness. 

It  just  doesn't  seem  to  me  appropriate  to  preclude  me  from  ask- 
ing a  question  that  is  in  the  one  GAO  report  just  because  the  infor- 
mation may  be  embarrassing  to  the  Reagan  White  House  or  the 
Bush  White  House  or  Speaker  Gingrich  or  anyone  else. 

A  lot  of  these  people  are  constituents  of  mine.  I  want  to  find  out 
whether  they  acted  properly  or  improperly.  I  want  to  find  out 
whether  the  White  House  acted  properly  or  improperly,  and  the 
only  way  to  do  that  is  to  find  out  what  the  background  of  this — 
of  the  conclusion  that  the  Clinton  people  made  when  they  came 
into  the  White  House.  Were  these  people,  people  they  should  or 
could  keep  or  should  they  be  replaced? 

And  so  this  letter  to  the  GAO  is  very  relevant  to  that,  and  I 
think  that  the  question  was  entirely  appropriate. 

So,  having  asked  that  question,  now  I  would  appreciate  an  an- 
swer, Ms.  Kingsbury,  at  this  point. 

Ms.  Kingsbury.  There's  been  a  lot  of  dialog  since  the  question. 
Would  you  repeat  the  question? 

Mr.  MoRAN.  I  will  be  happy  to  repeat  the  question. 

There  was  a  letter  that  was  received  by  the  General  Accounting 
Office  and  the  letter  said  that  Mr.  Brasseux,  who  worked  for  the 
Reagan  White  House  Travel  Office,  had  been  receiving  gifts,  and 
they  were  recreational  events,  sporting,  fishing  events,  and  all  that 
kind  of  thing,  and  other  favors,  and  that  actually  Mr.  Brasseux  was 
married  to  a  woman  who  was  in  charge  of  sales  and  promotions  for 
Pan  Am  Airways.  Pan  Am  was  almost  the  exclusive  travel  agent 
that  provided  the  travel  for  the  Reagan  White  House  at  the  time. 
And  so  this  was  a  serious  allegation  that  the  GAO  received. 

I  wanted  to  find  out  what  GAO  did  with  it.  I've  been  given  infor- 
mation that  indicates  that  Mr.  Dale  was  interviewed  and  he  said, 
"Oh,  I  know  who  made  that  complaint;  I  am  going  to  fire  them," 
or  something  to  that — there  is  no  information  that  he  actually  fired 
him,  but  he  indicated  that  he  was  going  to  do  that,  which,  of 
course,  would  be  a  serious  breach  as  well  if  you  fire  people  who  are 
whistle  blowers. 

But  there  were  some  serious  allegations  of  conflict  of  interest.  I 
want  to  find  out  whether  GAO  pursued  those,  if  anybody  pursued 
them,  whether  in  fact  they  were  typical  of  the  kind  of  operations 
that  might  have  gone  on  within  the  Travel  Office  for  the  Reagan 
and  Bush  administrations  at  the  time. 

Ms.  Kingsbury.  Mr.  Moran,  the  work  papers  that  we  have  for 
this  assignment  contain  two  documents  related  to  this.  One  is  the 
incoming  letter  and  related  referral  documents.  We  operated  and 
continue  to  operate  a  hotline  function  for  the  Federal  Government, 
and  when  these  kinds  of  allegations  are  brought  to  our  attention 
we  normally  refer  them  to  an  IG  or,  in  the  case  of  a  White  House, 
in  the  absence  of  an  IG,  our  normal  practice  was  to  refer  them  to 
the  Legal  Counsel's  Office,  which  we  did. 
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The  only  other  document  I  have — and  you  have  had  access  to 
that  document — ^is  the  report  that  was  written  up  of  interviews 
conducted  with  Mr.  Dale  and  Mr.  Brasseux  about  these  matters. 
That  is  the  absolute  limit  of  the  information  and  facts  I  have  at 
my  disposal,  and  those  documents  I  believe  have  been  entered  into 
the  record.  So  I  am  not  going  to  be  able  to  help  you  get  much  else 
beyond  that. 

Mr.  MoRAN.  I  see.  So  we  need  to  find  out  who  subsequently  pur- 
sued them. 

What  is  so  troubling,  Mr.  Chairman,  is  that  we  tried  to  make 
this  investigation,  we  went  to  the  White  House  and  asked  GAO  for 
all  the  information  possible,  because  we  were  supposed  to  be  au- 
thorizing the  White  House  travel  operations  and  determine  how 
much  money  should  be  provided,  and  we  couldn't  get  any  of  this 
information.  And  now  we  have  this  report  which  contains  so  much 
more  information  than  we  could  get,  all  of  which  was  relevant  to 
our  deliberations.  It  was  a  frustrating  experience. 

Does  anyone  on  the  panel  have  any  idea  how  this  allegation  was 
pursued  by  any  investigatory  agency?  Do  we  know  whether  Mr. 
Dale  fired  the  whistle  blower?  Do  we  know  whether  the  conflict  of 
interest  was  corrected?  Do  you  know  whether  Mr.  and  Mrs. 
Brasseux  still  have  this  kind  of  arrangement  going  on? 

Ms.  Kingsbury.  We  don't  know  anything. 

Mr.  Mohan.  Nobody  knows  anything,  OK,  with  regard  to  this. 

Mr.  PODESTA.  Mr.  Moran? 

Mr.  Moran.  Yes. 

Mr.  PoDESTA.  In  the  context  of  my  doing  my  review,  I  did  try  to 
pursue  this  matter.  I  called  Mr.  Dean  McGrath,  who  at  the  time 
I  believe  was  an  associate  White  House  counsel.  He  said  that  he 
hardly  remembered  the  incident. 

It  was  a  time — this  is  my  recollection  of  our  conversation — at  a 
time  when  the  transition  was  taking  place  between  the  Reagan  ad- 
ministration and  the  Bush  administration;  that  he  believed  that  he 
had  passed  it  off  to  the  counsel  in  the  Office  of  Administration. 

I  think  the  notes  that  were  produced  in  response  to  a  request 
from  the  White  House  to  look  into  the  archives  to  see  what  papers 
were  left  from  this  indicated  that  that  probably  is  indeed  what  had, 
because  the  papers  that  Ms.  Kingsbury  referred  to  indicate  that 
there  were  some  brief  interviews  conducted  with  Mr.  Brasseux  and 
Mr.  Dale,  and  that  was  the  end  of  the  matter. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

The  gentleman  from  California  is  recognized  for  5  minutes. 

Mr.  Horn.  Mr.  Chairman,  I  yield  the  first  minute  to  the  gen- 
tleman from  New  Mexico  and  hope  that  he  will  yield  me  one. 

Mr.  ScHiFF.  I  appreciate  the  yielding,  and  I  recognize  I  owe  the 
gentleman  time  at  another  time. 

I  want  to  ask  one  question,  and  this  relates  to  the  file  on  this 
subject,  of  the  White  House  Travel  Office,  kept  bv  the  late  Vincent 
Foster.  Mr.  Shaheen  testified  that  he  learned  of  that  file's  existence 
in  July  1995.  Mr.  Podesta  testified  that  he  learned  about  its  exist- 
ence, the  White  House  staff  member,  in  July  1994. 

My  question  is  to  Mr.  Podesta. 

Mr.  Foster  died  in  July  1993.  Do  you  know  where  this  file  was, 
who  had  charge  of  it,  from  July  1993  to  July  1994? 
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Mr.  PODESTA.  I  believe  that  Mr. — it  was  in  the  counsel's  office, 
I  think,  under — and  that  Mr.  Nussbaum  had  custody  of  the  file. 

Mr.  SCHIFF.  I  thank  you. 

I  yield  back,  Mr.  Horn.  Thank  you. 

Mr.  Horn.  Thank  you  very  much. 

Let  me  pursue  the  investigative  role  of  each  of  you.  This  is  going 
to  be  the  dull  part  of  the  hearing.  We  have  heard  all  of  the  par- 
tisan clap  trap.  Now  I  would  like  to  know  from  each  of  you  the  de- 
gree to  which  in  investigating  a  situation  like  that  do  you  merely 
take  notes  or  do  you  also  record  the  conversations  of  the  various 
people  you  investigate?  Can  we  start  with  the  IRS? 

Mr.  Bell.  Mr.  Horn,  we  do  not  record  the  interviews.  We  basi- 
cally take  notes  and  then  do  Memoranda  of  Interview  of  all  people 
that  were  in  them. 

Mr.  Horn.  Is  this  true  also  of  your  agency,  Mr.  Shaheen? 

Mr,  Shaheen.  No,  sir,  we  don't  record  any  interviews.  However, 
in  this  instance,  the  practice  we  followed,  we  routinely  followed  in 
comparable  situations.  When  an  FBI  agent  is  present  for  an  inter- 
view, including  an  attorney  from  our  office,  that's  reduced  to  a  302, 
that's  the  Bureau's  designation  of  a  memorandum  of  interview.  In 
some  instances  we  took  signed  sworn  statements.  With  the  White 
House,  notwithstanding  the  presence  in  some  instances  of  a  Bureau 
agent  for  some  interviews,  we  did  memoranda  of  interview  in  those 
instances. 

Mr.  Horn.  How  about  the  GAO?  Notes  or  recording 

Ms.  Kingsbury.  Our  normal — our  normal  practice  is  to  take 
notes  and  write  up  what  we  call  interview  summaries,  which  we 
include  in  our  work  papers.  In  this  particular  assignment,  for  a 
couple  of  reasons  in  the  case  of  two  of  our  interviews,  they  were 
transcribed. 

Mr.  Horn.  And  what  were  those  interviews  that  were  tran- 
scribed? 

Ms.  Kingsbury.  The  interview  with  Ms.  Penny  Sample  was  tran- 
scribed at  her  request.  She  had  a  reporter  and  we  obtained  a  copy 
of  the  transcript. 

We  interviewed  two  representatives  of  World  Wide  Travel.  We 
asked  them,  because  there  were  two  people  and  it  was  a  hurried 
interview,  if  they  minded  if  we  recorded  it.  They  said  no.  We  re- 
corded it  and  later  had  it  transcribed  ourselves  and  sent  them  a 
copy. 

Mr.  Horn.  Mr.  Podesta,  on  the  White  House  management  re- 
view, what  was  the  procedure? 

Mr.  Podesta.  First  of  all,  I  would  point  out  that  you  correctly  ti- 
tled that,  it  was  a  management  review.  We  informed  witnesses  we 
were  not  conducting  an  investigation.  It  was  a  nonadversarial  proc- 
ess. We  were  trying  to  get  the  facts  out,  and  in — and  in  my  case, 
I  did  not  take  notes.  In  many  of  the  interviews  there  was  an  assist- 
ant present  who  would  take  notes.  And  there  were  no  transcripts 
kept  of  any  of 

Mr.  Horn.  So  in  your  case  you  did  not  take  notes  is  any  of 
the 

Mr,  Podesta.  I  think  I  took  some  brief  notes  in  my  first  inter- 
view with  Mr.  Thomason. 
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to- 


Mr.  PODESTA.  That's  correct. 

Mr.  Horn  [continuing].  And  that  became  part  of  your  input,  but 
there  is  no  written  record  of  it? 

Mr.  PoDESTA.  That's  correct. 

Mr.  Horn.  FBI,  Inspector  Smith,  what  is  your  practice? 

Mr.  Smith.  This  particular  case,  I  took  notes.  We  used  it  to  do 
a  draft  report  and  I  submitted  it  back  to  the  people  that  I  inter- 
viewed to  ensure  it  accurately  reflected  what  they  told  me,  and 
then  did  a  final  report.  None  were  recorded. 

Mr.  Horn.  And  you  accepted  whatever  they  said  as  what  their 
accuracy  was,  I  take  it,  and  incorporated  in  the  record? 

Mr.  Smith.  Given  the  limited  scope  of  this  investigation,  that 
would  be  correct. 

Mr.  Horn.  All  right. 

Let  me  pursue  a  few  questions  with  GAO.  Did  anyone  at  GAG 
receive  any  telephone  call,  communication,  this  is  now  your  super- 
visors, above  you,  to  your  knowledge,  either  a  telephone  call  or  a 
communication  from  a  Member,  a  volunteer  or  a  spouse  in  the 
White  House  staff,  or  any  elected  officials  that  might  have  been  in- 
volved? 

Is  your  knowledge  that  any  interference  was  made  or  any  at- 
tempt to  even  communicate  between  White  House  staff,  spouses, 
volunteers,  employees?  Anybody. 

Ms.  Kingsbury.  Nothing  outside  the  normal  scope  of  the  rela- 
tionship we  would  have  with  an  agency  during  the  review.  I  mean, 
there  were  communications  between  us  and  the  White  House  at 
various  levels  during  the  job  as  problems  arose  or  matters  had  to 
be  disposed  of.  But  there  were  no  contacts  that  I  am  aware  of  that 
I  would  characterize  as  an  effort  to  influence  anj^hing. 

Mr.  Horn.  But  they  were  simply  people  you  had  already  inter- 
viewed in  the  course  and  were  relevant  to  the  investigation  specifi- 
cally, I  take  it? 

Ms.  Kingsbury.  Well,  rarely  did  we  have  further  conversations 
with  people  we  interviewed.  We  talked  to  representatives  of  the 
Legal  Counsel's  Office  on  a  regular  basis.  But  the  interviews  were 
arranged  through  that  office  and  we  were  precluded  from  having 
separate  conversations  with  those  people. 

Mr.  Horn.  Give  me  your  supervisorial  line.  Where  would  your  re- 
port go  in  GAO;  to  whom  is  the  next  reviewer  on  the  draft? 

Ms.  Kingsbury.  Well,  at  the  time  I  did  this  work  I  was  an  issue 
area  director.  And  the  normal  line  of  review  above  that  is  the  Di- 
rector of  Planning  and  Reporting,  which  is  the  job  I  happen  to  hold 
now,  and  the  Assistant  Comptroller  General  for  the  General  Gov- 
ernment Division,  Johnny  Finch.  Above  him,  the  line  goes  directly 
to  the  Office  of  the  Comptroller  General,  which  can  involve  a  num- 
ber of  other  parties.  It  usually  involves  such  parties  as  the  general 
counsel;  the  special  assistant  to  the  Comptroller  Greneral;  Mr. 
Hinchman;  the  Director  of  the  Office  of  Public  Affairs  the  Director 
of  the  Office  of  Congressional  Affairs  may  see  it;  or  other  advisors 
to  the  Comptroller  General.  There's  a  fairly  substantial  number  of 
folks  at  that  level  who  tend  to  read  a  report,  particularly  if  it  is 
as  sensitive  as  this  one  was  considered  to  be. 
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Mr.  Clinger.  The  gentleman's  time  has  expired. 

Mr.  Horn.  I  will  pursue  these  in  my  next  round. 

Mr.  Clinger.  The  gentlelady  from  Florida,  Mrs.  Thurman. 

Mrs.  Thurman.  Thank  you,  Mr.  Chairman. 

First  of  all,  to  Mrs.  Morella's  concerns  on  the  firing  of  the  seven 
employees,  I  would  hope  that  if  we  are  going  to  look  and  take  in- 
vestigations into  all  of  these,  that  we  would  Took  at  what  has  hap- 
pened in  this  House  and  the  Clerk's  office  and  Doorkeeper's  and 
Sergeant  at  Arms,  and  all  of  those  who  in  fact  in  some  cases  were 
given  notice  5  days  before  Christmas  that  they  would  not  be  asked 
back.  If  we  are  looking  at  that  kind  of  information,  certainly  Mr. 
Mica  with  his  Federal  employees  would  want  to  have  some  concern 
about  those  long-time  employees  of  this  House  as  well. 

Mrs.  MoRELLA.  Would  the  gentlewoman  yield? 

Mrs.  Thurman.  In  a  moment. 

However,  to  Ms.  Kingsbury,  I  am  interested  in  the  fact  that 
when  we  do  oversight  and  we  request — and  it  is  my  understanding 
that  you  finished  another  report  at  the  request  of  the  chairman  in 
September  as  to  whether  or  not  your  recommendations  to  improve 
the  travel  were  in  fact  taken  on  and  they  did  that.  Is  that  correct? 

Ms.  Kingsbury.  We  did  implement  a  brief  review  in  the  month 
of  September.  We  have  not  issued  a  report.  I  have  a  summary  doc- 
ument with  me  that  lays  out  the  29  criteria  and  the  status  we 
found  about  those. 

Mrs.  Thurman.  Could  you  give  us  an  idea  of  some  of  those  29 
criteria  so  that  we  can  understand  based  on  the  other  reports? 

Ms.  Kingsbury.  It  includes  such  matters  as  whether  the  office 
has  written  policies  and  procedures,  whether  they  conduct  periodic 
audits,  whether  they  determine  their  customer's  needs,  whether 
they  identify  and  record  all  the  costs  in  their  systems,  whether 
their  billings  are  prepared  in  a  timely  manner.  And  as  I  mentioned 
in  my  statement,  in  this  case  we  found  that  that  was  not  being 
done.  Whether  payments  were  made  timely,  whether  vouchers  were 
reviewed  and  approved  by  appropriate  officials,  whether  there  was 
a  segregation  of  duties  so  there  were  some  internal  controls  operat- 
ing and  so  forth.  It's  that  kind  of  managing 

Mrs.  Thurman.  And  they  met  26  of  the  29;  is  that  correct? 

Ms.  Kingsbury.  That's  correct. 

Mrs.  Thurman.  In  what  period  of  time  were  they  issued  the  rec- 
ommendations by  GAO,  from  the  beginning  and  to  when  they  actu- 
ally have  completed  those  26  of  29? 

Ms.  Kingsbury.  At  the  time  we  issued  our  report  in  May  1994, 
they  had  made  progress  on  or  substantially  completed  a  number  of 
the  criteria,  which  was  included  in  our  report.  That  would  have 
been  about  a  year  and  a  half  ago,  little  less  than  that. 

Mrs.  Thurman.  So  then  the  White  House  Travel  Office  has  been 
cooperative  in  at  least  doing  the  recommendations  or  bringing  the 
office  up  to  expectations,  other  than  three  or  four  that  you  have 
mentioned  that  you  have  gone  back  and  cited  again;  is  that  correct? 

Ms.  Kingsbury.  That's  correct.  And  we  have  in  our  recent  review 
made  some  additional  suggestions  to  them  about 

Mrs.  Thurman.  Were  they  of  the  original  ones? 

Ms.  Kingsbury.  Some  of  them  went  somewhat  beyond  the  origi- 
nal ones.  For  example,  we  had  recommended  a  periodic  audit.  Hav- 
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ing  reviewed  the  audit  that  was  in  fact  conducted  of  the  financial 
records  for  1994,  we  had  some  additional  suggestions  and  rec- 
ommended in  conversations  with  the  White  House  that  such  audits 
be  done  under  generally  accepted  government  auditing  standards 
as  opposed  to  private  sector  standards,  which  would  provide  more 
information,  that  sort  of  thing.  So  it's  that  kind  of  recommendation 
that  we  made. 

Mrs.  Thurman.  But  you  do  believe  they  are  working  to  re- 
solve  

Ms.  Kingsbury.  They  have — they  have  indicated  that  they  are 
working  on  these  matters.  Some  of  them  are  very  difficult. 

One  of  the  things  that  we  observed  is  that  the  office  does  not 
have  a  working  capital  fund.  It  bills  the  press  and  then  pays  its 
bills  when  it  gets  the  money  from  the  press.  That  is  the  underlying 
cause  of  the  untimely  payments  being  made.  And  without  resolving 
that  situation,  it's  hard  for  us  to  see  how  they  could  make  their 
payments  timely,  since  they  don't  have  a  working  capital  fund.  We 
discussed  that  with  them,  and  they  know  that's  a  problem  and 
they're  discussing  what  to  do  about  it. 

Mrs.  Thurman.  So  some  of  the  suggestions  you  made  were  not 
even  ones  that  they  could  necessarily  comply  with,  without  some 
other  outside  action  from  people  that  are  actually  using  these  serv- 
ices? 

Ms.  Kingsbury.  Yes,  depending  on  how  they  wanted  to  solve 
that  problem.  For  example,  they  might  have  to  come  to  the  Con- 
gress to  solve  it  or  go  back  to  the  press  to  solve  it  or  whatever. 

Mrs.  Thurman.  I  think  it  is  important  for  this  committee,  be- 
cause we  do  have  oversight,  that  we  requested  and  asked  for  the 
GAO  report.  We  in  fact  got  that  report  back,  and  the  White  House 
in  fact  has  met  those  recommendations,  has  continued  to  work  on 
making  this  a  better  run  position.  And  I  think  that  is  important. 
I  think  if  that  is  what  our  responsibility  is,  oversight,  and  we  see 
what  has  been  put  out  there,  we  recogriize  that  there  has  been 
problems,  and  mistakes  made.  The  issue  is  are  they  then  complying 
with  our  oversight  and  making  sure  that  it  runs  correctly.  That  is 
a  part  of  this.  So  at  this  time  I  would  yield  the  additional — rest  of 
my  time  to  Mr.  Kanjorski. 

Mr.  Kanjorski.  Thank  you  very  much,  Mrs.  Thurman. 

Mrs.  MoRELLA.  I  thought  the  gentlelady  was  going  to  yield  to  me. 

Mrs.  Thurman.  For  just  a  second. 

Mrs.  MORELLA.  Thank  you. 

I  just  wanted  to  indicate  that  although  downsizing  took  place 
here  congressionally,  that  there  were  no  criminal  charges  against 
any  of  those  employees.  I  think  that  is  a  distinctive  difference. 

Also 

Mrs.  Thurman.  I  think  it  is  irrelevant,  but  the  issue  is  that  there 
was  firing. 

Mrs.  MoRELLA.  And  the  fact  that  the  FBI 

Mrs.  Thurman.  Claiming  back  my  time  and  yielding  to  Mr.  Kan- 
jorski. 

Mr.  Kanjorski.  Mr.  Podesta,  may  I  direct  a  question  to  you?  You 
obviously  took  your  office  some  time  in  January  1993  and  this 
eruption  occurred  in  May  1993.  Is  that  correct? 

Mr.  Podesta.  Yes,  that's  correct. 
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Mr.  Kanjorski.  When  you  assumed  your  position  as  secretary, 
were  you  aware  of  the  flack  that  the  Congress  had  gone  through 
the  year  before  in  examining  travel  at  the  White  House  and  the  ex- 
ecutive office  of  the  President  and  that  there  was  potential  of 
abuse,  fraud,  and  mismanagement  there? 

Mr.  PODESTA.  I  was  not  personally  aware  of  it,  no.  And,  in  fact, 
I  think  one  of  the  reasons  I  was  chosen  to  perform  the  task  of  doing 
the  review  is  because  I  had  really  no  involvement  in  the  travel  op- 
eration. 

Mr.  Kanjorski.  Were  there  people  in  the  White  House  who  were 
aware  of  that? 

Mr.  PoDESTA.  Mr.  Kanjorski,  I  assume  that  Mr.  Watkins  was 
aware,  but  I'm  not  certain  of  that. 

Mr.  Kanjorski.  All  right. 

Ms.  Kingsbury 

Mr.  Clinger.  The  gentleman's  time  is  expired.  The  gentleman 
from  Florida. 

Mr.  Mica.  Thank  you,  Mr.  Chairman. 

It  is  interesting,  I  hope  our  new  members  on  this  side  are  watch- 
ing the  process  because  the  other  side  shows  you  how  to  try  to  dis- 
credit the  investigators,  divert  attention  to  another  administration, 
or  even  the  House,  to  get  away  from  the  issues  at  hand  here.  So 
it  is  kind  of  an  interesting  exercise  we  see  here  today. 

I  want  to  ask  Mr.  Shaheen  a  question.  Are  you  aware  of  this  doc- 
ument, the  White  House  Travel  Office  Chronology  of  Events?  Have 
you  seen  it? 

Mr.  Shaheen.  I  believe  so,  yes,  sir. 

Mr.  Mica.  Well,  it  is  kind  of  interesting,  and  I  don't  think  you 
have  to  be  a  Sherlock  Holmes  to  figure  out  what  took  place  here. 
But  if  I  just  go  over  it  briefly,  it  says  December  1992,  the  Presi- 
dent's cousin  Catherine  Cornelius  and  David  Watkins  meet  with  a 
representative  from  World  Wide  Travel  in  Little  Rock  to  discuss 
White  House  travel  business.  Then  if  you  look  at  January  20th, 
Watkins  hires  Cornelius  as  a  special  assistant  in  the  Office  of  Man- 
agement and  Administration. 

January  21,  White  House  Travel  Office  begins  to  receive  calls 
asking  for  the  President's  cousin,  Catherine  Cornelius,  quote,  as 
head  of  the  new  White  House  travel  agency.  February  15, 
Cornelius  gives  Watkins  their  briefing  and  book  proposal,  a.k.a. 
February  15th  memo  on  the  White  House  Travel  Office,  setting 
them  up  as  codirectors  of  Travel  and  World  Wide  as  the  outside 
travel  agency.  Then  you  get  to  the  next  stage  in  this,  April  1993, 
Watkins  tells  Cornelius  he  is  placing  her  in  the  White  House  Trav- 
el Office  to  make  commercial  arrangements  and  also  to  report  to 
him  by  May  15. 

Then  you  have  the  President's  best — one  of  his  best  friends, 
Harry  Tnomason,  calls  Watkins  and  said  he  heard  rumors  of  im- 
proper activity  in  the  White  House  Travel  Office.  Then  we  get  up 
to  No.  6  here,  Thomason  meets  with  Watkins  who  asked  him  if 
anything  had  been  done  in  the  White  House  Travel  Office.  Watkins 
says  he  put  Cornelius  in  there.  Then  you  get  to  Mav  12.  You  have 
Thomason,  talks  about  cutbacks  and  the  crisis  witn  Watkins  and 
complains  that  these  guys  are  ripping  us  off  and  sees  the  oppor- 
tunity for  a  great  press  story. 
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Then  you  get  to  number  8,  the  First  Lady  tells  Harry  Thomason 
to  stay  ahead  of  this  and  the  corruption  in  the  White  House  would 
be,  quote,  a  good  story,  close  quote.  And  then  you  see  Cornelius 
going  back  home  to  get  White  House  travel  files  she  took  fi^om  the 
White  House  Travel  Office. 

And  then  we  get  to  the  interesting  part,  the  part  that  this  is 
really  all  about,  is  the  questions  of  the  use  of  the  IRS  and  the  FBI 
to  help  cover  the  capturing  of  a  political  plum,  which  is  what  this 
all  amounts  to. 

Mr.  Shaheen,  did  you  consider  these  facts  when  you  were  looking 
at  what  took  place? 

Mr.  Shaheen.  Congressman,  yes,  we  reviewed  those  and  looked 
at  them  in  the  broader  context.  But  they  went  beyond  the  focus  of 
our  inquiry,  and  that  was  whether 

Mr.  Mica.  So  they  weren't  really  considered.  You  were  looking 
more  at  I  think  you  said  was  there  created  an  appearance  of  mis- 
use of  the  FBI. 

Mr.  Shaheen.  Of  the  FBI. 

Mr.  Mica.  And  what  was  your  conclusion?  Was  there  the  appear- 
ance of  misuse? 

Mr.  Shaheen.  Our  report  indicated  that  there  was,  it  did  create 
an  appearance  of  a  misuse. 

Mr.  Mica.  But  you  didn't  find  that  there  was  misuse.  Doesn't  this 
make  you  kind  of  suspicious,  that  again  they  were  trying  to  capture 
this  political  patronage  plum? 

Mr.  Shaheen.  I  appreciate  the  inferences  you're  asking  me  to 
draw.  I  think  that  is  a  document  generated  by  Mr.  Podesta  and  I 
think  he  conducted  the  investigation  that  generated  that  chro- 
nology. 

Mr.  Mica.  Inspector  Bell,  did  the  White  House  or  could  you  dis- 
close if  someone  outside  the  White  House  contacted  you  to  initiate 
the  IRS  probe? 

Mr.  Bell.  The  probe  was  initiated  within  the  IRS. 

Mr.  Mica.  But  was  that  done  on  your  own  or  was  it  at  the  initi- 
ation of  the  White  House  or  someone  outside? 

Mr.  Bell.  No,  the  inspection  was  initiated  on  May  26  after  dis- 
cussions between  the  Commissioner  and  me  that  an  investigation 
needed  to  be  conducted. 

Mr.  Mica.  Without  any  contact  from  anybody  else  in  the  adminis- 
tration? 

Mr.  Bell.  Without  any  contact  outside  the  IRS  at  all. 

Mr.  Mica.  Mr.  Podesta,  you  didn't  learn  that  reprimanded  em- 
ployee, Jeff  Eller,  quote,  threw  away  all  of  his  Travel  Office  docu- 
ments when  he  removed  himself  from  this  matter  shortly  after  the 
Travel  Office  firings  became  public  and  revealed  his  intense  in- 
volvement with  events  leading  up  to  the  firings  as  well  as  his  per- 
sonal relationship?  I  guess  he  was  dating  the  President's  cousin, 
Catherine  Cornelius.  This  wasn't  in  your  report;  was  it? 

Mr.  Clinger.  The  time  is  expired  but  we  will  allow  the  witness 
to  answer. 

Mrs.  Thurman.  Mr.  Chairman,  could  I  just  ask  Mr.  Mica  to  re- 
state the  first  document  that  he  was  reading  off  of?  I  missed  that. 
What  was  that  accounting  of? 
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Mr.  Mica.  This  is  a  chronology,  White  House  Travel  Office  Chro- 
nology of  Events. 

If  Mr.  Podesta 

Mrs.  Thurman.  Written  by? 

Mr.  Mica.  It  is  a  committee  document. 

And  I  asked  him  and  he  said  he  was  familiar  with  it.  I  did  have 
a  question,  Mr.  Chairman,  that  was  pending. 

Mrs.  Thurman.  Could  I  get  a  copy  of  that,  please? 

Mr.  Clinger.  The  gentleman's  time  is  expired  but  we  can  ask 
the  witness  to  respond. 

Mr.  Mica.  Could  we  make  available  also  to  the  other  side  a  copy 
of  the  document  I  referred  to? 

Mr.  Clinger.  Without  objection. 

Mr.  Mica.  Without  objection,  I  would  like  it  part  of  the  record, 
too,  sir. 

Mr.  Clinger.  Yes,  without  objection. 

[The  information  referred  to  follows:] 

Paktial  Chronology  of  Events  and  Documents  as  of  10/24/95 
white  house  travel  office  chronology  of  events 

Post-Election  Transition  Period 

NOV.'92 — World  Wide  Travel  is  awarded  DNC  business  and  begins  to  discuss  a 
Washington,  D.C.  ofTice  to  handle  the  President's  travel. 

DEC.'92 — Catherine  Cornelius  &  David  Watkins  meet  with  a  representative  from 
World  Wide  Travel  in  Little  Rock  to  discuss  White  House  travel  business. 

DECEMBER  31,  1992 — Cornelius  memo  to  Watkins  &  Barbara  Yates  to  discuss 
how  White  House  travel  might  be  handled. 

Jeff  Eller  allegedly  tells  reporters  of  "problems  in  the  WHTO."  (NY  Times). 

JANUARY,  1993— Watkins  meets  with  Cornelius,  Steve  Davison,  Yates  &  Betta 
Carney  in  Little  Rock  &  discuss  "outsourcing"  WHTO  business  and  mention  the 
travel  office  in  passing. 

The  Clinton  White  House 

JANUARY  20,  1993 — Watkins  hires  Cornelius  and  Clarissa  Cerda  as  special  as- 
sistants in  the  Office  of  Management  &  Administration. 

JANUARY  21,  1993— WHTO  begins  to  receive  telephone  calls  asking  for  Cath- 
erine Cornelius — the  "new  head  of  the  WHTO." 

JANU^^Y  26,  1993 — Cornelius  drafts  a  memo  to  Watkins  concerning  White 
House  travel. 

JANUARY  26,  1993 — Cornelius  drafts  a  memo  to  Watkins  concerning  White 
House  travel. 

JANUARY  29,  1993 — Memo  from  Darnell  Martens  to  Dee  Dee  Myers  and  Harry 
Thomason  to  hire  TRM  as  a  consultant  to  perform  a  review  of  all  non-military  gov- 
ernment aircraft  to  determine  possible  savings. 

[Note:  President  requests  this  at  a  February  10  cabinet  meeting]. 

FEBRUARY — Watkins  asks  Matt  Moore  to  prepare  a  memo  on  the  WHTO  con- 
cerning the  25%  staff  reduction  goals. 

Darnell  Martens  calls  Harry  Thomason  about  getting  White  House  travel  business 
for  TRM. 

Thomason  calls  Myers  about  bidding  on  WH  charter  business. 

Thomason  tells  Martens  to  call  Myers. 

Martens  calls  Myers  and  is  forwarded  to  Billy  Dale. 

Dale  allegedly  told  Martens  that  no  outside  company  would  get  the  business. 

Martens  calls  Thomason  about  the  Dale  call. 

Craig  Livingstone,  tells  Bill  Kennedy  about  rumors  in  WHTO  about  employees. 

Martens  calls  Penny  Sample  at  Air  Advantage  about  the  Dale  conversation. 

FEBRUARY  8,  1993 — 0MB  issues  a  new  GSA  Order  re-authorizing  ICAP,  the 
Interagency  Committee  for  Aviation  Policy. 

FEBRUARY  10,  1993— POTUS  states  in  a  cabinet  meeting  that  "his  stafP'  has 
told  him  there  are  savings  to  be  had  in  a  review  of  all  govt,  aircraft.  [This  is  covered 
on  CNN-Live]. 
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FEBRUARY  11,  1993— Memo  to  Harry  Thomason  from  Darnell  Martens  to  hire 
TRM  to  "audit"  all  govt,  aircraft  to  determine  possible  savings. 

[Note:  Martens  asserts  at  one  ooint  that  this  can  save  "several  hundred  million 
dollars"— "PUT  ME  IN  FRONT  OF  THE  RIGHT  PEOPLE  AT  THE  WHITE 
HOUSE.  .  .  ." 

FEBRUARY  15,  1993— Brian  Foucart  begins  work  at  WH  as  Special  Asst.  to 
Watkins. 

Cornelius  &  Cerda  give  Watkins  their  "Briefing  Book  &  Proposal"  (aka  Feb.  15 
Memo)  on  the  WHTO  setting  them  up  as  co-directors  of  travel  &  World  Wide  as  the 
outside  travel  agency.  Cornelius  left  the  memo  on  Watkins'  chair  that  night  with 
a  handwritten  memo. 

POTUS  stops  by  Watkins'  office  once  in  the  morning  and  again  as  Cerda  is  copy- 
ing  the  memo 

FEBRUARY  16,  1993— David  Watkins  finds  Memo  on  his  chair  and  his  sec- 
retary, Jean  Charleton  says  that  he  took  it  home  to  read  that  night. 

FETBRUARY  17,  1993— Darnell  Martens  2/11/93  memo  to  Harry  Thomason 
stamped  with  "THE  PRESIDENT  HAS  SEEN"  was  forwarded  to  Mack,  Mark,  Wat- 
kins for  "Action." 

MARCH,  1993 — Martens  sees  Harry  Thomason  in  L.A.  and  tells  him  he  heard 
a  rumor  of  corruption  in  the  WHTO.  (WH  Report). 

Harry  Thomason  tells  POTUS  that  he  heard  there  was  "trouble"  in  the  WHTO. 
(WH  Report). 

MARCH  10,  1993 — Thomason  fills  out  WH  Personnel  Action  paperwork  which 
lists  him  as  a  "volunteer."  It  isn't  signed  until  March  22nd  &  is  stamped  on  March 
23d  with  "RUSH  ASAP." 

MARCH  12,  1995 — Memo  to  Harry  Thomason  from  Darnell  Martens  concerning 
Harry  Thomason's  discussion  with  POTUS  to  hire  TRM  as  a  consultant  to  review 
use  of  government  aircraft  and  claims  to  be  able  to  save  "hundreds  of  millions  of 
dollars. 

MARCH  23,  1993 — Harry  Thomason  is  given  a  White  House  pass  for  access  to 
OEOB,  White  House  Mess,  2d  Floor  East  Wing,  Roosevelt  Room  &  Rahm  Emanuel's 
office  &  is  given  an  office  in  the  East  Wing. 

APRIL  1,  1993 — Rahm  Emanuel  in  memo  to  Mark  Gearan:  "I  have  asked  Harry 
Thomason  to  come  to  the  White  House  and  do  an  inventory  of  ways  in  which  we 
can  better  use  the  White  House  for  public  relations  events.  TTie  Disney  event  [Mick- 
ey Mouse's  65th  Birthday]  seems  to  fit  under  this  category.  I  will  put  your  inquiry 
on  Harry's  docket  for  his  advice. 

APRIL,  1993— Watkins  tells  Cornelius  he  is  placing  her  in  the  WHTO  to  make 
commercial  arrangements  for  the  White  House  staff  and  to  observe  the  WHTO  & 
report  to  him  by  May  15th.  (WH  Report). 

Harry  Thomason  calls  Watkins  that  he  had  heard  rumors  of  improper  activities 
in  the  WHTO.  (WH  Report)  [Other  reports  place  this  call  before  Cornelius  goes  into 
WHTO]. 

Cornelius  begins  to  take  files  to  make  copies  &  takes  home  travel  files  taken  from 
Dale's  cabinet  after  showing  them  to  Watkins. 

APRIL  3,  1993 — Cornelius  begins  work  in  the  WHTO.  (Some  reports  list  this  as 
April  12th). 

APRIL  6,  1993 — Memo  to  Bruce  Lindsey  from  Darnell  Martens  concerning 
POTUS's  meetings  with  Harry  Thomason  to  hire  TRM  as  a  consultant  to  review 
govt,  use  of  its  aircraft. 

Memo  to  David  Watkins  from  Marjorie  Tarmey  (First  Lady's  ofilce)  regarding 
travel  expenses  of  members  of  the  Health  Care  Task  Force.  The  invoices  for  reim- 
bursement were  sent  to  Catherine  Cornelius  as  instructed  by  David  Watkins. 

Memo  to  David  Watkins  from  Marjorie  Tarmey  (First  Lady's  office)  regarding  re- 
imbursement for  travel  expenses  for  members  of  HCTF.  "Thus  far,  we  have  assisted 
them  in  getting  the  best  travel  rates  possible  through  WORLDWIDE  TRAVEL." 

APRIL  7,  1993  2:30— Bruce  Lindsey  meets  with  Darnell  Martens  to  discuss  TRM 
to  perform  an  "operational  and  financial  audit"  of  government  aircraft. 

Darnell  Martens  met  with  Harry  Thomason  to  discuss  the  Lindsey  meeting. 

APRIL  12,  1993 — Memo  to  Bruce  Lindsey  from  Darnell  Martens  concerning  pro- 

Kosed  TRM  audit  of  govt,  aircraft  &  requesting  Executive  Orders  from  POTUS. 
lartens  claims  this  will  be  part  of  reinventing  govt. 

APRIL  26,  1993 — Harry  Thomason  calling  Bruce  Lindsey  to  discuss  hiring  TRM 
to  audit  use  of  govt,  aircraft.  [Note:  Letterhead  for  TRM  now  also  includes  "Harry 
Thomason  &  Associates,  Inc."] 

APRIL  28,  1993 — Harry  TTiomason  calling  Bruce  Lindsey  to  set  up  Friday/Satur- 
day meeting. 
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APRIL  29,  1993 — Rahm  Emanuel  assigns  Reta  Lewis  to  prepare  schedule  for 
Harry  Thomason  &  his  unnamed  assistant  (it  is  Markie  Post)  to  interview  White 
House  staff  on  April  30  &  May  1.  (GAO  Int).  An  assistant  named  Bobby  Ferguson 
also  £issists. 

Memo  from  Darnell  Martens  to  Bruce  Lindsey  with  a  suntunary  of  the  proposed 
TRM  audit  of  govt,  aircraft  using  GSA  ICAP  &  FAA  to  help  with  the  11  month  pro- 
posed audit. 

6:53  p.m. — Harry  Thomason  called  Bruce  Lindsey  to  call  him  back  at  the  Jeffer- 
son Hotel  &  that  Rita  Lewis  is  scheduling  meetings  for  him. 

APRIL  30,  1993  8:46— Harry  Thomason  meeting  with  Bruce  Lindsey  at  OEOB. 

9:15 — Harry  Thomason  scheduled  to  get  photo  I.D.  &  then  to  attend  meetings  on 
Health  Care  Task  Force. 

11:40 — Harry  Thomason  to  meet  with  Scheduling  &  Advance  personnel. 

3:26 — Harry  Thomason  to  meet  with  Ricki  Seidman  on  "  Communications". 

4:46 — Harry  Thomason  to  meet  with  Political  Affairs  personnel — Rahm  Emanuel 
&  Reta  Lewis. 

MAY  1,  1993 — Cerda  transfers  to  White  House  counsel's  office. 

HRC  leaves  to  go  to  Michigan. 

11:30 — Harry  Thomason  to  meet  with  Dee  Dee  Myers  on  "Communications". 

12:30 — Harry  Thomason  to  meet  with  David  Dreyer  on  "Conveyance  of  Message". 

1:30 — Harry  Thomason  to  meet  with  Jeff  Eller  on  "Media". 

p.in. — ^Harry  Thomason,  as  guest  of  Time,  attends  WH  Correspondent's  Dinner  & 
hears  George  Condon  speak  oi  growing  expenses  for  traveling  press.  (GAO  Report). 

Rahm  Emanual  asks  Harry  Thomason  how  to  use  White  House  as  a  symbol. 

MAY  3,  1993 — Harry  Thomason  calling  Bruce  Lindsey  to  confirm  that  he  received 
the  Darnell  Martens  fax  and  that  he  had  scheduled  the  meeting. 

MAY  6,  199a— Darnell  Martens  sent  Jack  Kelly  of  0MB  a  fax  with  the  4/12  and 
4/29  memos  he  had  previously  sent  to  Bruce  Lindsey. 

MAY  7,  1993,  Friday — Cornelius  &  Cerda  meet  with  Harry  Thomason 

MAY  10,  Monday — Harry  Thomason  calls  Watkins  about  the  status  of  the 
WHTO. 

Harry  Thomason  has  Martens  memo  faxed  to  the  White  House. 

Harry  Thomason  meets  with  Watkins  and  asks  him  if  he  had  done  anything  about 
the  WHTO.  Watkins  says  he  put  Cornelius  there. 

Watkins  calls  Cornelius  to  meet  with  Thomason  about  the  WHTO  to  get  informa- 
tion for  her  May  15  memo.  (WH  Report,  453). 

Ricki  Seidman  calls  Webb  Hubbell  at  DOJ. 

MAY  11,  1993,  Tuesday  7:46— Senior  White  House  Staff  meeting.  (VF  Calendar). 

Cornelius  is  paged  while  on  a  Chicago  presidential  trip  to  call  a  TIME  magazine 
reporter  who  wanted  to  know  if  she  is  the  President's  cousin. 

Cornelius  mentions  this  call  to  Eller. 

a.in. — Meeting  with  Foster,  Mike  Berman,  H.Thomason,  Watkins  in  Watkins'  of- 
fice to  discuss  "possible  uses  of  PIC  [Presidential  Inaugural  Commission]  money  to 
support  White  House  goals  and/or  operations  including  correspondence,  response 
backlog  and  advance." 

Bill  Kennedy,  Berman  &  Betsy  Wright  call  Hubbell  at  DOJ. 

Cornelius  tells  Jennifer  O'Connor  she  is  concerned  that  Watkins  wants  her  to 
meet  with  Harry  Thomason. 

Watkins  tells  O'Connor  to  meet  with  Harry  Thomason  about  the  White  House 
25%  personnel  cuts. 

MAY  12,  1993,  Wednesday — Nussbaum  wrote  letter  to  FBI  liaison  about  clear- 
ance for  Darnell  Martens  stating  that  he  was  being  considered  for  a  White  House 
staff  position.  (Nussbaum  denied  this  in  GAO  Int.). 

Martens  receives  a  WH  pass. 

Foster  receives  call  from  Harry  Thomason's  secretary  to  set  up  meeting.  (VF 
diary). 

8:40 — Watkins  calls  Foster  to  set  up  meeting  and  tells  Foster  that  the  First  Lady 
was  interested  in  the  matter. 

8:55— Foster  calls  Hubbell  at  DOJ. 

9:30 — Darnell  Martens  meets  with  Jack  Kelly  of  0MB  regarding  GSA  contract. 

10:00 — Foster  met  with  Harry  Thomason. 

Cornelius  met  with  Foster. 

10:45 — Darnell  Martens  arrives  to  go  to  West  Wing. 

Harry  Thomason  meets  with  Cornelius  in  East  Wing  of  WH  about  WHTO  wrong- 
doing. (WH  Report). 

O'Connor  scheduled  to  meet  with  Harry  Thomason  about  the  25%  cuts  but  it  is 
cancelled  because  of  "crisis"  with  Watkins.  They  go  to  Watkins  ofiice  where 
Thomason  complains  that  "these  guys  are  ripping  us  off."  and  that  it  will  be  a  "great 
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press  story,  Bill  Clinton  cleaning  up  House."  Cornelius  shows  "her  file"  to  Harry 
Thomason  &  Bobby  Ferguson  and  tells  him  that  cash  seemed  to  be  missing. 

Harry  Thomason,  Cornelius  &  later.  Martens,  meet  with  Watkins  to  "report  their 
suspicions."  (WH  Report). 

11:20 — Darnell  Martens  checks  in  at  WH  gate  again  to  meet  with  Ferguson  in 
East  Wing. 

Harry  Thomason  met  with  First  Lady.  (OPR,  GAO)  The  First  Lady  tells  Hany 
Thomason  to  "stay  ahead  of  this"  and  that  corruption  in  WHTO  would  be  "a  good 
story." 

Lunch — Watkins  has  lunch  with  Jennifer  O'Connor  in  White  House  mess  and 
tells  her  "confidential  information"  that  Harry  Thomason  has  dealings  with  travel 
company  and  that  WHTO  solicited  kickbacks. 

lliomason  and  Cornelius  have  lunch 

Meeting  with  Harry  Thomason  &  Cornelius  about  "greater  urgency." 

2:45 — Meeting  with  Foster,  Watkins,  Cornelius,  Martens  &  H.Thomason  in  Fos- 
ter's office  about  WHTO  kickbacks  &  Ultrair 

3K)0— Cornelius  ^oes  home  to  get  WHTO  files  she  took  from  WHTO. 

4K>0 — Meeting  with  Foster,  Kennedy,  Watkins,  Cornelius  &  Harry  Thomason  in 
Foster's  office  (vF  Diary).  Cornelius  gives  the  WHTO  files  to  Kennedy  at  Fosters' 
direction.  (GAO  Int.).  Foster  &  Kennedy  suggest  an  internal  WH  audit. 

Cornelius  calls  Betta  Carney  at  World  Wide  Travel  at  Watkins'  direction  and  tells 
them  to  be  prepared  to  come  to  the  White  House. 

6:30 — Kennedy  calls  James  Bourke  at  FBIHQ  about  a  problem  that  he  is  unsure 
of  how  to  handle  and  mentioned  f)ossible  "embezzlement'  or  "skimming  of  funds." 

MAY  13,  1993,  Thursday — World  Wide  Travel  sends  one  agent  to  Washington, 
D.C.  in  response  to  Cornelius's  May  12  call. 

7:30 — Bourke  calls  Wade  to  tell  him  about  Kennedy  call. 

After  WH  Counsel  staff  meeting,  Kennedy  tells  Foster  that  he  called  Bourke  at 
FBI  for  advice.  (WH  Report). 

8:00 — Bourke  &  Wade  meet  with  Thomas  Carl  about  Kennedy  call.  (Wade  &  Carl 
do  not  remember  Carl  being  there.)  They  suggest  Bourke  contact  Apple. 

8:30 — Bourke  calls  Kennedy  to  get  more  information  and  Kennedy  says  he  needs 
prompt  attention.  (OPR,  WH). 

Harry  Thomason  spends  entire  day  at  White  House. 

Ricki  Seidman  calls  Hubbell  2  times. 

9:00 — Bourke  calls  Apple  &  briefs  him.  Bourke  calls  Kennedy  to  say  that  Apple 
will  call. 

9:15 — Apple  calls  Kennedy  &  set  up  White  House  meeting  with  Apple  &  Foran 
at  Kennedy  s  request  for  person  from  FBIHQ.  When  Apple  suggests  a  FBI  filed  of- 
fice person,  Kennedy  tells  nim  it  is  directed  "at  highest  levels." 

9:30 — Apple  met  with  Foran  about  Kennedy  call. 

Apple  &  Foran  met  with  Coulson  about  Kennedy  call., 

Coulson  told  Apple  &  Foran  to  go  to  WH  to  meet  with  Kennedy  although  Foran 
suggested  a  field  person  go.  [Kubic  says  he  approved  Apple  going  to  White  House. 

Apple  told  Coulson  about  IRS  mention  by  Kennedy. 

9:40 — Seidman  calls  Hubbell. 

Apple,  Foran  &  Coulson  briefed  Gow  about  matter  and  tell  him  that  it  is  at  "high- 
est level." 

Grow  said  DOJ  should  be  notified. 

10:00 — Kennedy  returns  Bourke's  call  &  says  he  needs  a  call  back  in  15  minutes 
or  he  will  go  to  IRS  or  another  agency.  Bourke  described  Kennedy  as  "frustration/ 
desperation."  [Kennedy  told  OPR  he  initiated  first  call  because  he  hadn't  heard  from 
Bourke]. 

IIKK) — Apple  &  Foran  met  with  Kennedy  at  OEOB  and  Kennedy  repeats  "highest 
level"  and  IRS  threat.  [Kennedy  told  OPR  he  considered  evidence  weak  and  merely 
wanted  advice].  Kennedy  tells  them  that  a  company  that  worked  for  the  President 
during  the  campaign  wanted  a  contract  for  services  in  the  WH  but  were  told  they 
could  not  get  the  business. 

Foran  &  Apple  return  to  FBIHQ  &  briefed  Coulson. 

Coulson  said  he  would  brief  Verinder. 

a.m. — O'Connor  meets  with  Harry  Thomason  again  to  "explain  the  25%  staff  cut." 
Harry  Thomason  has  to  leave  to  meet  with  Watkins  and  O'Connor  joins  them. 

11:30— Kennedy  calls  Hubbell. 

12:00— Foster  calls  Kennedy  for  a  "status"  (VF  Diary). 

1:00 — Coulson  called  Foran  to  come  to  brief  Wade. 

Foran  told  Wade  to  call  Kennedy. 

Wade  briefed  Kubic,  said  further  interview  was  at  2:00. 

Verinder  told  Wade  &;  Carl  to  go  to  OEOB  to  meet  with  Kennedy. 
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Cornelius  &  Hany  Thomason  meet  with  EUer  &  Watkins 

Eller  meets  with  Watkins  &  P.Thomasson. 

[3:30] — Wade  &  Carl  meet  with  Kennedy.  Kennedy  tells  Wade  &  Carl  about  high- 
est levels. 

Foster  ioins  meeting  and  they  claim  this  matter  is  urgent  because  of  possible 
leaks  to  tne  press,  IRS  threat  repeated. 

Wade  &  Carl  say  that  there  is  not  enou^  to  go  forward  with  a  criminal  investiga- 
tion. 

Kennedy  arranged  for  Wade  &  Carl  to  meet  with  Cornelius. 

Wade  &  Carl  meet  with  Cornelius  in  Kennedy's  office  &  she  said  Darnell  Martens 
told  her  of  "kickbacks"  from  Miami  Air  Charter  and  his  conversation  with  Dale. 

O'Connor  says  Cornelius  tells  her  she  met  with  FBI  and  they  asked  good  Ques- 
tions but  left  meeting  with  no  resolution  and  Watkins  and  Foster  agreed  that  mere 
wasn't  enough  evidence. 

Meeting  with  Harry  Thomason,  Filers  &  Cornelius  to  push  for  immediate  dismis- 
sals. 

4:45 — Seidman  calls  Hubbell. 

Wade  &  Carl  meet  again  with  Kennedy  &  Foster  after  Cornelius  leaves  and  sug- 
gested outside  auditors.  Carl  felt  confident  after  meeting  with  Cornelius  that  the 
FBI  had  sufficient  predicate  to  do  investigation. 

Foster  said  he  would  check  with  "liigher  authority"  to  see  if  FBI  could  be  present 
at  audit. 

Foster,  Watkins  &  Patsy  Thomasson  meet  with  McLarty  &  McLarty  approves  the 
KPMG  review.  (WH  Report). 

Patsy  Thomasson  says  Foster  mentions  that  POTUS  &  HRC — "the  clients"  as  he 
refers  to  them  are  "concerned"  about  the  WHTO  matter. 

Foster  &  McLarty  speak  to  the  First  Lady  about  WHTO.  (OPR). 

The  First  Lady  sees  McLarty  &  asks  him  about  the  WHTO.  (WH  Report). 

Foster  meets  with  the  First  Ladv  &  tells  her  of  the  KPMG  review. 

Patsy  Thomasson  &  Watkins  call  the  Procurement  Department  about  a  WH  audit. 

Watkins  &  Thomasson  arrange  for  KPMG,  Lany  Herman,  auditors  to  start  Fri- 
day, May  14,  1993.  Watkins  calls  KPMG  Larry  Herman  because  he  had  "Volun- 
teered his  services"  for  the  Performance  Review  audits. 

Wade  &  Carl  return  to  FBIHQ  and  brief  Kubic  in  his  office.  Kubic  tells  Wade  to 
contact  WMFO 

Wade  speaks  to  Kennedy  2  or  3  times. 

Wade,  Carl  &  Kubic  brief  Verinder  in  his  office. 

Foster  tells  Ricki  Seidman  of  the  audit  teams. 

SKK) — Patsy  Thomasson  pages  Jennifer  O'Connor  to  come  to  Watkins'  office. 

Watkins  is  on  phone  with  I^rry  Herman  asking  about  the  audit. 

S:30— Meeting  with  O'Connor,  Patsy,  Watkins  &  Foster.  Watkins  says  KPMG  Re- 
view will  be  part  of  NPR. 

6K)0— Patsy  Thomasson  meets  with  "SWAT  team.  Foucart,  Paul  Toback,  Matt 
Moore,  O'Connor,  Peter  Segal,  V.Foster  &  Bill  Kennedy  to  plan  next  day  for  KPMG 
review.  They  are  told  to  be  in  at  7:30  a.m.  the  next  day. 

8:30 — Foster  called  Wade  that  FBI  should  not  accompany  auditors  into  WHTO  be- 
cause of  bad  press.  Kennedy  tells  Wade  he  checked  with  "higher  ups"  on  this. 

7:30 — O'Connor  calls  KPMG  Larry  Herman  that  another  NPR  person  will  cover 
for  him  on  NPR  on  Friday. 

7:40 — Wade  sent  e-maU  to  Larry  Potts  about  matter  &  mentions  "highest  level" 
&  that  Foster  expressed  his  "appreciation"  several  times. 

Carl  &  Wade  meet  with  Jerry  Campane  from  WMFO  &  ASAC  Don  Thompson 
from  the  FBI  Field  Office. 

Harry  Thomason  at  White  House  all  day  into  late  evening 

Patsy  Thomasson  pages  Foster  at  Israeli  Dinner  to  confirm  plan  with  auditors. 

Foster  speaks  with  the  First  Lady  in  evening  re:travel 

IIKK) — ^Foster  calls  Patsy  Thomasson  to  find  Watkins. 

Watkins  discusses  plan  to  audit  with  Foster. 

Cerda  stays  up  "all  night"  at  White  House  (or  their  home  with  Jennifer  O'Connor 
&  Catherine  Cornelius). 

MAY  14,  1993,  Friday  7:30— Kennedy,  Foster,  Patsy  Thomasson,  O'Conner  & 
Matthew  Moore  met  with  KPMG  auditors.  [Also  present  were  B.Foucart,  Segal,  Paul 
Toback  (Cornelius  wasn't  invited) 

O'Connor  and  Toback  are  to  do  WH  NPR  Review  at  same  time.  Larry  Herman 
was  to  update  Patsy  Thomasson  every  2  hours  &  she  was  to  brief  Kennedy  &  Wat- 
kins. 

Kennedy  calls  Carl  to  say  that  the  "audit"  began  and  that  records  "were  in  sham- 
bles." 
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Foster  briefed  Ricki  Seidman. 

Foster  met  with  Seidman,  McLarty  &  Jeff  Eller  about  immediate  WHTO  firings 
and  Eller  reconmiends  immediate  firings 

Watkins  met  with  Seidman  &  Eller. 

Patsy  Thomasson  calls  Dale  Helms  about  competitive  bidding. 

Cornelius  calls  World  Wide  and  says  firings  may  happen  at  ^ny  minute." 

Cornelius  tells  World  Wide  they  will  be  paid  under  an  "emergency  procurement 
procedure"  until  they  could  do  a  bid. 

[9KH)] — Patsy  Thomasson  calls  KPMG  for  an  update  but  he  has  none.  Harry 
Thomason  returns  to  the  White  House  in  the  morning 

Foster  spoke  to  the  First  Lady  about  WHTO. 

Watkins  called  Thomasson  for  an  update  in  Foster's  presence. 

Kubic  calls  Gerald  McDowell  1  or  2  times  and  mentioned  talks  to  Keeney 

McDowell  tells  Kubic  it  is  within  the  jurisdiction  of  Public  Integrity,  Joe  Gangloff. 

McDowell  contacts  DAAG  Jack  Keeney  [as  per  Kubic]. 

2:30 — Amy  Stewart  from  the  Rose  Law  Firm  calls  Hubbell  from  Foster's  office  & 
says  she  will  be  in  a  meeting  for  a  few  hours  and  will  call  afterwards. 

Watkins  notes  say  he  haaa  phone  conversation  with  the  First  Lady  in  which  she 
told  him  "Harry  says  his  people  can  run  things  better;  save  money,  etc.  And  besides 
we  need  those  people  out— We  need  our  people  in — We  need  the  slots." 

Billy  Dale  tells  Matt  Moore  he  has  already  put  in  retirement  papers.  Moore  tells 
Patsy  Thomasson  and  she  asks  for  information  from  WHTO  files  she  has  collected. 

Jennifer  O'  Connor  does  a  Lexis/Nexus  search  on  UltrAir. 

Notes  from  an  unknown  author  on  "White  House  Travel"  state:  "What  will  reac- 
tion by  press  be  if  we  do  S&IVBank  type  audit  and  no  improper  findings?"  .  .  .  "Do 
we  hamper  possible  criminal  investigation  re  disposal  of  evidence?".  .  .  .  "What  are 
negative  political  consequences  if  no  criminal  violations?"  .  .  .  "FBI  would  not  ordi- 
narily get  in  but  .  .  ." 

2:32— Kubic  e-mails  Cari  &  Wade  about  calls  &  told  them  to  call  Gangloff  at  DOJ 
PIS. 

Kennedy  calls  Carl  to  say  that  13  checks  had  discrepancies.  (Notes  09459). 

Cornelius  shows  WHTO  documents  she  took  to  KPMG  Herman  &  tries  to  direct 
him  to  look  at  checks  made  to  cash. 

5K)0 — Carl  called  Gangloff  &  told  him  Keeney  had  been  contacted.  [Keeney 
thought  Gangloff  contacted  him.] 

5K)6 — Carl  told  Kubic  he  briefed  Gangloff. 

Verinder  recalls  being  told  that  DOJ  was  contacted. 

5:46 — Kennedy  told  Carl  that  a  performance  review  of  the  WHTO  in  the  a.m. 
showed  "disarray." 

6:30 — Watkins  calls  the  First  Lady  at  Foster's  suggestion,  to  give  update  from 
P.Thomasson  &  auditors. 

8:46 — Patsy  Thomasson  oversees  GSA  changing  of  the  WHTO  locks. 

Patsy  calls  Watkins  in  Memphis  to  "urge  him.  to  call  Harry  Thomason  at  the  Jef- 
ferson Hotel.  He  calls  Harry  at  midni^t  to  tell  him  the  report  will  not  be  released 
before  Monday. 

Jennifer  O'Connor  works  until  midnight. 

MAY  15,  1993,  Saturday  8H)0 — Foucart  waives  in  auditors  into  WH  compound. 

Auditors  reported  to  Patsy  Thomasson. 

Thomasson  reported  to  Foster  throughout  day  about  audit. 

Fan  Dozier  of  Worid  Wide  Travel  met  Billy  Dale  at  WHTO. 

Cornelius  tells  World  Wide  personnel  the  First  Lady  wanted  travel  office  employ- 
ees out  of  there. 

Patsy  Thomasson  calls  Cerda/Comelius  home. 

9K)0— Patsy  Thomasson  calls  Foucart  and  asks  him  to  speak  to  travel  office  em- 
ployees about  the  scope  of  their  work  "since  they  may  be  fired"  soon. 

lOKM) — Jennifer  O'Connor  &  Foucart  interview  Billy  Dale  &  report  back  to  Patsy 
Thomasson  &  give  her  their  notes. 

O'Connor  is  present  during  audit  allegedly  as  part  of  Natl  Performance  Review. 
(O'Connor  denies  her  presence  was  part  of  NPR  &.  says  she  was  only  an  observer). 

[12K)0]— Briefing  with  Kennedy,  KPMG  Herman  &  Jack  Miller,  O'Connor  & 
Patsy  Thomasson  concerning  WHTO  accounting  procedures,  quality  of  records,  cost 
estimates  &  ULTRAIR. 

Kennedy  called  Carl  at  home  to  come  to  White  House  for  briefing  from  auditors. 

Carl  called  Wade  about  Kennedy  call.  Wade  said  Kubic  said  it  was  ok  to  go  to 
WH  meeting. 

Wade  called  Thompson  and  Thompson  told  Wade  that  Carl  &  David  Bowie  should 
go  to  White  House  meeting. 


465 

4i00 — Foster  calls  Kennedy  that  auditors  were  ready  to  report  "possible  impropri- 
eties." 

Foucart  finishes  2-page  typed  memo  to  Patsy  Thomasson  concerning  his  interview 
with  Dale. 

Foucart  gives  memo  to  O'Connor  to  edit. 

5i00 — Carl  &  Bowie  meet  with  Kennedy,  Patsy  Thomasson  &  KPMG  Larry  Her- 
man in  White  House  West  Wing  and  are  told  about  the  13  checks. 

Carl  &  Bowie  reafiirm  to  Kennedy  that  there  is  sufficient  predicate  to  initiate  an 
FBI  criminal  investigation  as  per  DOJ.  They  are  told  that  the  auditors  final  report 
is  due  Wednesday,  May  19,  1993. 

Kennedy  assures  Carl  that  the  WHTO  records  are  secure. 

Carl  returns  to  FBIHQ  and  briefs  Kubic. 

Kubic  briefs  Verinder  about  WH  auditor's  briefing. 

Patsy  Thomasson  says  she  has  the  WHTO  hard  drive  printed  of  all  computer  in- 
formation. 

Lindsey  says  he  showed  "Mack  memo"  to  POTUS  that  night  in  California  and  dis- 
cusses WHTO  (but  they  are  not  in  California  until  Monday  and  Tuesday. 

MAY  16,  1993,  Sunday — Fan  Dozier  of  World  Wide  spoke  to  Harry  Thomason 
who  said  the  First  Lady  would  be  very  angry  that  the  WHTO  employees  were  still 
there. 

Patsy  Thomason  calls  several  computer  people  at  home  to  come  in  to  perform  the 
hard  drive  removal  process  of  the  Travel  Office  computers.  A  file  with  data  in  it  was 
named  "fiotus.db".  It  was  printed  out  and  all  the  data  in  the  database  was  given 
to  an  Office  of  Administration  computer  official. 

"HRC  pressure"  (written  notes  by  Mack  McLarty  on  a  chronology  of  the  Travel 
Office  firings  done  on  5/25/93.  The  committee  has  reviewed  this  document  but  has 
not  been  allowed  a  copy.)  Foster  meets  with  POTUS  with  several  other  staffers. 
(POTUS  and  First  Lady  both  at  White  House  this  day.) 

MAY  17,  1993,  Monday — Patsy  Thomasson  in  Travel  Office  when  employees  ar- 
rive to  work  that  day. 

Patsy  Thomasson  briefs  Watkins  about  WHTO  weekend  events. 

KPMG  First  Draft  Report  is  given  to  Kennedy  with  letter  that  the  procedures 
were  not  an  audit  &  they  give  no  assurances  on  the  information  in  the  report. 

Watkins  reviews  KPMG  auditor's  draft,  report. 

Watkins  offers  to  give  Foucart  CJhris  Vein  s  job. 

Patsy  Thomason  and  Watkins  brief  McLarty  on  report  &  the  Saturday  meeting. 
McLarty  tells  Watkins  that  "this  is  a  hot  topic 

around  here."  Watkins  is  to  prepare  a  memo  on  the  procedures  to  fire  the  WHTO 
employees. 

Watkins  asks  O'Connor  to  draft  memo  to  McLarty.  It  is  given  to  McLarty  that 
evening. 

Cornelius  calls  Watkins  to  say  that  Dale  wants  to  see  him. 

SAO — Dale  comes  in  to  tell  Watkins  that  he  wants  to  retire  but  Watkins  says  no, 
that  there  will  be  a  meeting  on  Wednesday,  May  19th  at  10:00  a.m. 

Watkins  sends  memo  on  KPMG  Draft  Report  in  context  of  NPR  &■  firing  proce- 
dures with  Cornelius  in  charge  &  World  Wide  temporarily  taking  over  travel  serv- 
ices, to  McLarty  &  cc  to  HRC.  They  will  reduce  stafr  from  7  to  3. 

Watkins  faxed  Martens  memo  and  talking  points  to  Eller  in  California.  EUer  dis- 
cusses problems  in  WHTO  with  Bruce  Lindsey  in  California. 

Lindsey  discusses  Memo  with  POTUS. 

Watkins  spoke  to  Foster  of  his  decision  to  terminate  the  WHTO  employees  on 
Wednesday,  May  19th. 

Helms  gives  Patsy  Thomasson  information  on  the  procurement  &  process  to  man- 
age charters  by  competitive  bidding. 

MAY  18,  Tuesday— Watkins  tells  Foucart  to  get  involved  in  the  WHTO,  that 
thev  plan  to  fire  the  travel  office  employees. 

Watkins  asks  Foucart  to  be  a  witness  at  the  firings. 

12:40 — Kennedy  calls  Kubic  to  say  that  "performance  review"  team  was  still  re- 
viewing the  WHTO  records. 

Kubic  e-mails  this  information  to  Wade. 

Mike  Berman  faxes  memo  to  Foster  outlining  "Issues  for  Possible  Review  by  OLC 
which  included  analysis  of  how  to  provide  an  outside  source  of  funding  to  pay  for 
volunteers  using  leftover  Presidential  Inaugural  Commission  money. 

Eller  shows  Martens  memo  &  talking  points  to  Myers  and  Dreyer  and  they  decide 
to  pre-brief  George  Condon  &  Al  Kamen. 

1:46 — Kubic  e-mails  information  about  fraud  on  the  part  of  the  Director  of  the 
WHTO. 
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Cornelius  contacts  Steve  Davison  and  Fan  Dozier  of  World  Wide  to  Meet  with 
Watkins  in  the  morning. 

p.111. — Far,  Dozier  &  Steve  Davison  of  World  Wide  has  meeting  with  Watkins  & 
P.Thomasson  &  Cornelius  at  0MB. 

Meeting  at  OEOB  with  Watkins  &  Brian  Foucart  (Foucart  denied  attending) 

Patsy  Thomasson  said  firing  was  to  occur  tomorrow.  Watkins  calls  Eller  and  says 
firing  is  tomorrow. 

Eller  briefs  Myers  and  David  Levy  on  the  trip. 

MAY  19,  Wednesflay — Patsy  Thomasson  called  Kennedy  to  tell  him  a  decision 
was  made  to  fire  WHTO  employees. 

Patsy  Thomasson  calls  Dale  Helms  to  see  how  White  House  could  have  short  term 
contract  with  World  Wide. 

Helms  suggest  waiver  and  to  go  through  GSA  Administrator. 

Watkins  told  Dee  Dee  Myers  about  the  firings  and  promised  to  give  her  talking 
points. 

Watkins  gave  Myers  talking  points  as  she  left  for  the  Hill. 

Eller  does  pre-briefing  with  Kamen  and  Condon.  (224). 

Meeting  in  Watkins'  office  with  Steve  Davison  of  World  Wide,  Patsy  Thomasson, 
Frank  Stidman,  Cornelius,  O'Conhor,  Fan  Dozier,  &  Chris  Walton  about  WHTO. 

Kubic  e-mailed  Verinder  about  completion  of  the  audit  &  that  there  is  "adequate 
predication;  for  a  criminal  inquiry."  (audit  was  not  complete) 

Kennedy  called  Carl  &  Wade  about  firings  &  Wade  discussed  problems  the  firings 
could  cause  with  the  FBI  investigation. 

Kennedy  discussed  Wade's  concerns  with  Watkins. 

Kennedy  called  Wade  &  Carl  to  tell  them  that  the  firings  were  going  forward. 

Martens  calls  Penny  Sample  of  Air  Advantage  to  come  to  WHTO  on  a  volunteer 
basis  to  arrange  Presidential  press  charters. 

Watkins  gave  Kennedy  a  copy  of  the  talking  points. 

Kennedy  met  with  Foster  about  the  FBI  investigation  tedking  points. 

9:00 — V.Foster  tells  staff  at  morning  meeting  of  the  firings  and  Beth  Nolan  men- 
tions obligation  to  report. 

Kennedy  &  Foster  told  Watkins  to  delete  FBI  investigation  reference  from  the 
talking  points. 

lOKK)— Watkins  asked  Filers  to  contact  Myers  to  delete  FBI  investigation  ref- 
erence. (225). 

10K)0 — WHTO  employees  wait  for  Watkins  meeting  in  Room  480. 

10:30 — Watkins  and  Foucart  tell  WHTO  employees  they  are  fired  (this  is  a  "for 
cause"  firing)  and  have  until  12:30  to  clear  out  which  is  later  changed  to  the  end 
of  the  day. 

10:30 — Watkins  spoke  to  Myers  and  found  out  she  had  disclosed  investigation  to 
media. 

11:30 — Kennedy  calls  Hubbell. 

Kubic  met  with  Gangloff  at  FBIHQ. 

Gangloff  called  Keeney  about  firings  and  the  "URGENT  Report." 

Foucart  goes  with  Dale  to  the  WHTO  bank  where  Dale  tells  Foucart  of  the 
Cornelius  &  Cerda  memo  and  the  memo  concerning  TRM  &  Thomason. 

Foucart  tells  Watkins  of  these  2  memos 

Dale  hands  over  checkbook,  cash,  journal  &  black  notebook  to  Foucart. 

12:30 — Myers  returned  to  White  House.  Terry  Hunt  called  Myers  about  the  FBI 
investigation  to  which  she  confirmed. 

2:22 — Mvers  gave  Press  Briefing  about  firings,  the  National  Performance  Review 
and  denied  there  was  an  FBI  investigation. 

Susan  Thomases  at  White  House  in  the  afternoon  and  into  the  evening. 

After  press  conference  in  which  firings  announced  on  basis  of  Peat  Marwick  audit, 
meeting  with  KPMG's  Larry  Herman,  Foster,  Seidman,  Stephanopolos,  Myers,  Ken- 
nedy, Fatsv  Thomasson  &  H.Thomason  who  was  asking  aoout  the  charters.  Larry 
Herman,  the  auditor,  is  asked  "Where  the  heU  is  the  report?"  Herman  also  asked 
to  brief  press  but  he  refused.  He  then  agrees  to  do  background  briefings  for  press. 

KPMG  Herman  calls  in  Senior  Partner  from  KPMG,  New  York. 

Myers  called  Collingwood  &  told  him  she  had  disclosed  information  of  the  FBI  in- 
vestigation. [Collingwood  doesn't  remember  this  conversation.] 

Stephanopolos,  Myers,  &  KPMG  auditors  meet  with  media  to  brief  them  on 
WHTO  firings  on  background. 

Levy  spoke  to  Collingwood  "a  couple  of  times"  each  day  to  coordinate  responses. 

Collingwood  had  FBI  press  office  prepare  an  FBI  Response. 

Collingwood  discussed  press  release  with  Carl  Stem  at  DOJ. 

Keeney  contacted  David  Margolis  about  URGENT  Report  to  Reno  on  WHTO. 
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Margolis  gave  URGENT  Report  to  Heymann's  special  assistant,  Cynthia  Monaco 
who  personally  hands  it  to  Heymann  that  day,  tells  him  it  is  important  and  saw 
him  start  to  read  it.  (Heymann  sajrs  he  didn't  read  it  until  the  next  week.) 

MAY  20,  1993,  Thursday— Sample  begins  worii  in  WHTO  on  alleged  pro  bono 
basis. 

Steve  Davison  of  World  Wide  asks  Foucart,  Chris,  Overton  &  other  lawyers  how 
World  Wide  was  going  to  get  paid  &  about  a  contract. 

Helms,  Patsy  Thomasson,  Foucart  &  Stu  Bender  meet  with  Cris  Wise  of  Right 
Way  Travel  (subcontractor  for  World  Wide)  to  discuss  short-term  contract  for  World 
Wide. 

Helms  prepares  contract  and  waiver  to  go  to  GSA  but  it  is  never  submitted. 

Patsy  TTiomasson  pages  Cerda  &  Cornelius  after  Counsel  meeting.  Patsy 
Thomasson  tells  Cornelius  to  make  sure  she  tells  the  press  that  David  Watkins  did 
not  read  the  Februanr  15,  1993  Memo. 

Watkins  sees  Cerda  and  Cornelius  outside  of  Myers'  oflice  and  says  "you  never 
saw  me  read  the  memo"  and  "you  guys  did  this  on  your  own,  right?. 

Watkins  then  tells  Myers  that  Cerda  can  verify  his  story.  Watkins  tells  Cerda, 
"I  put  it  in  the  file,  I  never  looked  at  it,  it  was  a  low  priority. 

Cerda  mentions  to  Foster  to  "gt  signatory  on  memo,  first  mention." 

Watkins  tells  Foucart  not  to  discuss  his  conversation  with  Billy  Dale.  (0112). 

EUer  "throws  away"  all  documents  he  has  concerning  the  WHTO  when  "he  re- 
moved himself  from  the  issue." 

9K)0 — Senior  Staff  meeting  B.Kennedy  tells  Nussbaum  "on  slippery  slope,  get  in- 
volved .  .  .  terminating  though  FBI  wanted  to  interview." 

10:16 — Mvers  gives  Press  Briefing  &  mentions  NPR  in  context  of  KPMG  Review. 

Jeff  Eller^s  relations  with  Cornelius  becomes  public.  Eller  "removes  himself*  from 
issue  and  destroys  all  documents 

KPMG  Herman  still  reviewing  the  report  and  call  in  Senior  KPMG  New  York 
partner,  Mike  Conway,  to  review  Report.  KPMG  refuses  to  release  Report  since  it 
IS  not  ready. 

Myers  spoke  to  Collingwood  about  FBI  response.  [CoUingwood  doesn't  recall  any 
conversation  until  May  21  at]. 

Carl  calls  Kennedy  about  audit  report  but  is  told  that  the  auditors  are  making 
chemges  in  the  audit  report  because  parts  didn't  make  sense. 

1:30— Stephano polos  gives  Press  Briefing. 

Stephanopolos  asks  Harry  Thomason  if  ne  had  any  financial  interest  in  any  com- 
petitive bidding  in  WH  work  and  he  denied  that  he  did. 

Watkins  teUs  Stephanopolos  he  never  read  the  Feb.  15  Cornelius  memo. 

4:49 — Carl  sends  chronology  e-mail  to  Kubic  that  no  FBI  investigation  would 
begin  until  after  audit  report  on  May  21st. 

6:46 — Kubic  e-mails  the  Carl  chronology  to  Verinder. 

Steve  Davison  of  World  Wide  realizes  they  are  "never  going  to  get  the  business." 

pjn. — Gene  Gibbons  of  Renter  and  Wolf  Blitzer  of  CNN  notify  George  that  they 
have  obtained  the  C!omelius/Cerda  memo  on  restructuring  the  travel  ofiice.  They 
agree  to  hold  the  story  until  George,  Dee  and  David  can  meet  with  their  bureau 
chiefs  the  following  morning. 

8K)0 — Foster  scheduled  to  have  dinner  with  Hubbell. 

MAY  21,  1993,  Friday- POTUS  tells  press  that  WHTO  firings  were  aimed  to 
save  taxpayer  $$  &  that  KPMG  Review  was  an  "audit." 

George,  Dee  Dee  and  David  meet  with  Bill  Headline,  Wendy  Walker  and  Wolf 
Blitzer  of  CNN  and  Bureau  Chief  and  Gene  Gibbons  of  CNN.  Following  meeting, 
they  run  story. 

Collingwood  told  Myers  that  FBI  was  going  to  say  it  was  conducting  a  criminal 
investigation. 

Nussoaum  calls  Phil  Heymann  because  George  urging  him  to  do  something,  Floyd 
Clark  happens  to  also  be  in  Heymann's  oflioe  when  Heymann  agrees  it  isn't  im- 
proper to  disclose  the  FBI  investigation. 

10:30— Steve  Davison  of  World  Wide  meets  with  Foucart  and  is  told  he  will  get 
him  "anything  he  needs."  Davison  says  what  he  needs  is  people  who  were  fired. 

P.Thomasson  says  "well  give  you  anything  you  want." 

Davison  tells  Foucart  they  are  leaving. 

11:30— V .Foster  calls  Hubbell. 

Stephanopolos  set  up  meeting  with  FBI  &  WH  about  WHTO  in  the  presence  of 
Nussbaum,  Foster,  Kennedy,  Podesta,  Watkins,  Eller,  Levy,  Herman,  Myers,  & 
KPMG  auditors. 

Levy  called  Collingwood  to  come  to  WH  meeting. 

P.Thomasson  calls  Steve  Davison  and  says  to  hang  on. 

Davison  halts  SABRE  delivery  of  new  equipment. 
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Watkins  and  Foucart  met  with  Davison  and  tell  him  he  will  give  him  whatever 
he  needs. 

Davison  says  he  needs  B.  Dale's  stafT  to  explain  how  things  work. 

Watkins  tells  Foucart  to  figure  it  out  and  leaves. 

Foucart  calls  Dale  Helms  &  says  World  Wide  is  leaving  and  P.Thomasson  &  Wat- 
kins decided  to  go  with  a  GSA  approved  agent. 

1:30 — Meeting  in  Stephanopolos'  office  with  Nussbaum,  Foster,  Kennedy, 
Seidman,  Myers,  Watkins,  KPMG  press  person-Barbara,  Collingwood,  Levy  and  re- 
sulted in  Collingwood  being  asked  to  revise  the  FBI  Response. 

Collingwood  revised  FBI  press  response. 

Levy  called  Collingwood  to  get  a  fax  copy  of  the  revised  FBI  response. 

White  House  &  World  Wide  Travel  "agree"  that  World  Wide  will  leave  the  WHTO 
according  to  White  House.  Davison  gets  on  a  plane  and  goes  back  to  Little  Rock. 

P.  Thomasson  meets  with  AMEX.  Patsy  asks  Kennedy  to  ask  FBI  to  guard  the 
door  and  is  told  that  would  not  be  a  good  idea.  Patsy  gets  Secret  Service  to  guard 
the  door. 

Watkins  tells  Dreyer  that  AMEX  will  handle  commercial  travel  for  the  WHTO. 

Ann  Devroy  and  Ruth  Marcus  notify  George  and  Dee  Dee  that  they  have  obtained 
copy  of  Martens  memo. 

Myers  calls  H.Thomason  in  Florida.  He  tracks  down  Darnell  Martens  and  tells 
him  to  go  to  the  White  House. 

Martens  comes  to  White  House  at  Dee  Dee's  request  and  calls  Ruth  Marcus  from 
Dee  Dee's  office  to  discuss  memo. 

SKK) — White  House  releases  the  FBI  Press  response  to  the  media. 

Stephanopolos  disclosed  WH  meeting  with  Collingwood  and  announces  that  World 
Wide  is  not  leaving,  which  he  has  to  revise  one  hour  later. 

3:30 — Carl  called  WH  Associate  Counsel  about  auditors'  report  but  was  told  it 
wasn't  complete.  Kennedy  says  that  audit  report  won't  be  ready  until  Monday. 

Sessions  is  seen  "running"  over  to  the  AG's  office  by  the  media. 

KPMG  Herman  &  KPNIG  "team"  walks  final  Report  to  Stephanopolos'  office  for 
his  Press  Briefing. 

4:10 — Stephanopolos  Press  Briefing  about  FBI  criminal  investigation  &  mentions 
NPR  and  announces  that  World  Wide  is  leaving  and  that  AMEX  will  start  on  Mon- 
day. 

Watkins  calls  Betta  Carney  and  apologizes. 

Davison  calls  Foucart  ana  says  will  only  stay  until  Monday  when  AMEX  comes 
in. 

4:17 — Carl  e-mails  to  Kubic  that  he  still  didnt  have  a  finalized  auditors  report. 

6:30 — Car  spoke  to  Kennedy  about  audit  report  and  that  he  felt  they  were  sand- 
bagging them  W  not  producing  it. 

6:30— Final  KPMG  Report  is  faxed  to  Kubic  at  FBI. 

IRS  begins  investigation  of  ULTRAIR  with  3  IRS  agents  going  to  ULTRAIR  offices 
in  Smyra,  Georgia  with  a  sunmions. 

MAY  22-23,  1993,  Saturday  &  Sunday— POTUS  travels  to  New  Hampshire  and 
talks  extensively  alM>ut  the  travel  office  during  a  session  with  local  radio  and  tele- 
vision reporters. 

Patsy  Thomasson  calls  Cornelius  and  complains  she  can't  handle  the  "situation." 

GSA  Jack  Williams  calls  Patsy  Thomasson  and  tells  her  not  to  contact  AMEX 
again  &  that  he  is  going  to  do  a  "competitive  bid." 

GSA  carried  out  a  "limited"  competitive  bid  process  for  commercial  travel  arrange- 
ments over  the  weekend. 

American  Express  is  awarded  a  120-day  contract  to  handle  commercial  travel  ar- 
rangements. 

Berman  sends  4-page  Memo  on  "2d  Draft  of  Issues  for  Review  by  OLC  to  Foster 
&  Watkins  regarding  the  personnel  issues  and  the  use  of  inaugural  funds. 

On  Sunday,  William  Safire  is  on  "Meet  the  Press"  and  accuses  the  White  House 
of  "politicizing"  FBI. 

MAY  24,  1993,  Monday— Kennedy  calls  Hubbell. 

Bill  Safire  column  on  politicizing  the  FBI  appears. 

10-.30— Carl  Stem  calls  Hubbell. 

10:46 — Kennedy  calls  Hubbell. 

American  Express  begins  in  the  WHTO 

AG  told  press  she  knew  nothing  about  WH  contacts  with  FBI  concerning  the 
WHTO. 

AG  is  briefed  on  WHTO  by  Margolis,  Heymann,  or  Keeney. 

Reno,  Hubbell  and  Heymann  say  they  hadn't  read  URGENT  Report. 

Reno  called  Nussbaum  about  White  House  direct  contact  with  FBI. 
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4:30 — Foster  meeting  on  the  travel  office  in  Gearan's  office  regarding  the  WH 
Management  Review 

4:3^— Carl  e-mailed  Verinder  with  a  chronolo^  of  the  May  13-21  contacts. 

Nussbaum  issued  a  statement  of  policy  for  WH  contacts. 

6K)0 — Hubbell  meets  with  Seidman,  Klein,  Stem,  McFadden,  Hoffman,  Guineres 
&  Dubben  at  DOJ,  Room  5131. 

MAY  25,  Tuesday — Floyd  Clarii  met  with  Weldon  Kennedy,  CoUingwood,  Joseph 
Davis,  Verinder,  Joseph  C.  Johnson  &  Larry  Torrence  about  the  press  articles  and 
WH  contacts  with  the  PBI. 

Clark  declined  to  initiate  an  PBI/OPR  incjuiry  and  instead  requested  a  "manage- 
ment review"  be  done  by  Kennedy  &  Smith. 

Davis  was  to  review  Manual  of  Administrative  Operations  &  Procedures  and  Man- 
ual of  Investigative  Operations  &  Procedures  concerning  the  WH  contacts  with  the 
PBI. 

Davis  was  to  confer  with  Margolis  about  DOJ  policies. 

Chronology  was  prepared  by  the  "agents."  (OPR). 

10:30 — McLarty  had  a  meeting  with  senior  staff  on  the  Travel  Office 

W.Kennedy  prepares  chronology,  (several  versions  of  a  chronology  are  prepared  on 
this  day) 

WH  announces  that  McLarty,  who  approved  the  firings,  will  do  an  internal  man- 
agement review  of  the  WH  with  the  assistance  of  Panetta.  Podesta  and  Stem  to  con- 
duct interviews. 

4d»— Kennedy  calls  HubbeU  at  DOJ. 

4:30 — Foster  meets  with  HRC  in  Maggie's  office.  Political  team,  Podesta,  Gearan 
&  Seidman  meet  at  Gearan's. 

Nussbaum  issued  a  statement  that  all  future  WH  contacts  would  be  routed 
through  the  Justice  Department. 

WH  announces  that  the  5  non-financial  WHTO  employees  would  be  placed  on  paid 
administrative  leave. 

Gearan  calls  the  five  employees  to  tell  them  they  are  on  administrative  leave. 

6:60— Kennedy-calls  Hubbell  at  DOJ. 

MAY  26,  1993,  WEDNESDAY— FBI  WMFO  scheduled  appointments  to  interview 
Kennedy,  Cornelius  &  Cerda. 

Frank  Wolf  initiated  a  congressional  inquiry  with  IRS,  Office  of  the  Commissioner 
regarding  involvement  by  the  ERS  in  UltrAir  investigation. 

10:30 — Meeting  with  McLarty,  Gearan,  Foster,  Watkins,  Nussbaum,  Lindsey, 
Myers,  Stephanopolos,  Panetta,  Neel  &  Bill  Kennedy. 

5  of  7  WHTO  employees  are  placed  on  Administrative  leave. 

MAY  27,  1993,  Thxirsday- POTUS  press  conference  tells  press  that  WHTO 
firings  were  part  of  25%  downsizing  &  that  nothing  was  done  until  KPMG  found 
"serious  mismanagement."  [Note:  KPMG  disagrees  with  this.] 

FBI  Carl  initiated  contact  with  IRS  as  reported  in  the  Aug.  5,  1993  IRS  Richard- 
son letter. 

11K)6— Foster  calls  Hubbell. 

8K>0p.in. — Peggy  Richardson  scheduled  to  see  Foster  at  her  home. 

MAY  28,  1993rFriday— FBI  Management  Review  is  completed. 

Heymann  overheard  Session  discussing  the  FBI  Report  and  blaming  Deputy  Clark 
for  the  FBI's  overly  enthusiastic  response  to  WH. 

Richardson  calls  Hubbell  to  give  congrats. 

Stem  memo  to  Heymann  about  procedures  for  FBI  Press  Office  contacts  with  the 
White  House  and  says  he  thinks  there  wqs  more  going  on  at  the  FBI  then  has  been 
admitted.  (Stem  now  says  he  did  not  give  the  memo  to  Heymann  but  in  his  initial 
GAO  interview  he  did  not  say  this.) 

David  Gergen  goes  to  White  House  for  evening  meeting  with  President  and  First 
Lady  for  new  job  as  Senior  Counselor  to  the  President. 

Harry  Thomason  still  in  town  and  at  White  House 

LATE  MAY — ^Alice  Sessions  calls  Sheila  Anthony  and  tells  her  that  the  "Travel 
Office  wouldn't  have  happened  if  there  weren't  people  within  the  FBI  who  were  try- 
ingto  do  in  the  Administration." 

JUNE  1,  1993,  Monday — Cerda  receives  calls  from  Foucart  &  he  tells  her  she 
should  resign. 

FBI  Report  is  signed  by  Weldon  Kennedy  in  Session's  absence. 

FBI  Report  is  hand  carried  by  Smith  to  AG's  office 

Chairman  Clinger  makes  FIRST  REQUEST  for  hearing  on  the  White  House  Trav- 
el Office. 

JUNE  2,  1993,  Tuesday — Patsy  Thomasson  tells  Cerda  that  Cornelius  should  re- 
sign rather  than  to  be  fired.  She  suggests  a  DNC  job  for  Cornelius  and  that 
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Cornelius  can  just  say  she  is  leaving  because  of  the  "stress."  She  says  it  is  the  only 
way  to  save  Watkins'  job. 

Cerda  relates  her  conversation  to  CliiT  Sloan  and  he  promised  to  tell  only  Nuss- 
baum  or  POTUS. 

Patsy  Thomasson  finds  out  and  denies  conversation. 

Penny  Sample  and  Air  Advantage  leave  the  WHTO. 

Penny  Sample  is  replaced  by  the  GSA  to  make  all  press  charter  arrangements. 

Hubbell  signs  off  on  1st  official  response  letter  to  Sen.  Dole  concerning  the  WHTO 
firings. 

JUNE  3,  1993,  Wednesday — Stem  met  with  CoUingwood  about  FBI  press  office. 

Foster  is  interviewed  by  Podesta  &  Stem  for  WH  Management  Review.  He  does 
not  mention  the  First  Lady's  role  in  this  intitial  interview. 

JUNE  5,  1993— Steve  Davison  of  World  Wide  Travel  tells  Management  Review 
interviewers  that  "when  Harry  Thomason  and  Darnell  Martens  found  travel  office 
not  putting  business  out  for  bid  he  heard  Harry  Thomason  hired  a  private  investiga- 
tor.  Also  says  "Harry  Thomason  was  moving  force  who  stirred  this  up  .  .  ." 

Davison  also  said  "we  ended  up  doing  Health  Care  Task  Force  travel  .  .  .  done 
with  private  funds."  (White  House  app>ears  to  have  sought  and  received  reimburse- 
ment through  public  monies.) 

Davison  also  says  "Amex  last  people  we  should've  put  in  .  .  .  biggest  .  .  .  need 
to  put  out  for  bid. 

JUNE  7,  1993  4:10— IRS  Commissioner  Richardson  calls  Hubbell  2  times. 

5:00 

JUNE  9,  1993— IRS  response  by  Dolan  tO  Wolf  letter  stating  that  he  has  directed 
a  review  of  IRS  investigation  of  ULTRAIR. 

JUNE  10,  199a— FBI  begins  to  take  custody  of  the  WHTO  records. 

JUNE  11,  1993— Senator  Dole  letter  to  Sessions  about  WHTO. 

Wolf  letter  to  IRS  Commissioner  Peggy  Richardson  requesting  additional  IRS  re- 
view of  WH  contacts. 

JUNE  16,  1993— Kennedy,  Foster,  Larry  Potts,  Betsy  Wright,  Cardozo  &  Heather 
Foley  caU  Hubbell. 

n^  Inspection  Report  finished  but  not  released.  IRS  released  statement  to  press. 

IRS  letter  from  Richardson  to  Senate  regarding  willingness  to  share  redacted  re- 
port. 

HOUSE  RESOLUTION  OF  INQUIRY  on  the  White  House  Travel  Office  is  intro- 
duced. Chairman  Clinger  an  original  co-sponsor  with  Bob  Michel,  Henry  Hyde,  Newt 
Gingrich  and  Dick  Armey. 

3:00— Hubbell  has  WH  meeting. 

SOMETIME  IN  MAY  AND  JUNE— Foster  compiles  notebook  and  documents  re- 
viewing the  travel  office  matter.  File  contains  detailed  notes  on  Foster's  analysis  of 
the  White  House  Management  Review,  the  FBI  report,  the  issue  of  Harry  Thomason 
as  a  Special  Government  Employee  and  the  role  of^  the  First  Lady  in  the  travel  office 
matter.  The  discussion  about  the  FBI  is  directly  on  point  regarding  "the  FBI  lied" 
statement  in  Foster's  note — Foster  reviews  the  FBI  report  and  notes  "wrong"  in  nu- 
merous instances. 

JUNE  17,  1993— Peggy  Richardson  calls  Hubbell. 

JUNE  18,  1993— Memo  from  Cynthia  Monaco  to  David  Margolis  about  Cliff 
Sloan's  call  that  DOJ  criminal  investigation  and  IRS  inquiry  should  be  coordinated. 

MID  JUNE,  1993 — White  House  requests  draft  of  FBI  internal  management  re- 
port. 

JUNE  21,  1993— HRC  calls  Hubbell. 

Susan  Thomases  and  Kennedy,  call  Hubbell. 

JUNE  23,  1993 — ^Andre  Oliver  receives  a  chronology  from  GSA  concerning  the 
WH  contracts  regarding  procurement  for  World  Wide  to  get  a  contract. 

Peg^Richardson  calls  Hubbell. 

JUNE  24,  1993— Wolf  letter  to  IRS  Richardson  with  additional  questions  not  an- 
swered by  IRS  Report. 

JUNE  25,  1993 — Letter  from  Podesta  to  DAG  Heymann  requesting  copy  of  the 
FBI  Review. 

Jack  Brooks  calls  Hubbell. 

Peggy  Richardson  calls  Hubbell  to  say  she  will  be  out  of  town  for  2  weeks  and 
will  call. 

Susan  Thomases,  V.Foster,  Neuwirth,  &  Sloan  call  Hubbell. 

JUNE  28,  1993  llK)0-^oe  Davis  returns  call  to  Margolis  and  is  told  that  WH 
staff  renewed  its  request  on  Friday  to  receive  the  FBI  Report. 

11:38 — Davis  e-mails  Director,  Clarke,  Kennedy,  Gow,  Binney  &  CoUingwood  that 
the  WH  has  repeated  its  request  to  view  the  FBI  Report  given  to  Reno  by  "5/29 
memorandum"  and  that  report  was  being  sent  to  WH  by  messenger  "this  a.m."  At 
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direction  of  Heymann,  Margolis  gives  FBI  Report  to  WH  staff  attorneys  conducting 
internal  White  House  inauiry  over  FBI  objection. 

4K)0 — Keeney  calls  Hubbell. 

JUNE  29,  1993— Seidman  calls  Hubbell. 

JUNE  30,  1993 — Foucart  Memo  to  Patsy  Thomasson  on  the  procurement  process 
and  whether  World  Wide  contract  should  have  been  ratified. 

Sessions  responds  to  the  Dole  letter.  ParaCT-aph  inserted  into  FBI  letter  at  request 
of  Mai^lis  that  agents  did  not  consider  the  IRS  mention  by  Kennedy  to  be  a  threat. 

Foster  and  McLarty  meet  with  Podesta  on  WH  Management  Review.  Discuss  role 
of  First  Lady. 

Foster  writes  in  his  Travel  Office  file  notebook  "Thereby  defend  HRC  role  what- 
ever is,  was  in  fact,  or  ni^t  have  been  misperceived  to  be  .  .  ." 

Linda  Bloodworth-Thomason  at  the  White  House 

First  Lady  has  brief  5-10  minute  interview  with  John  Podesta  on  the  Travel  Of- 
fice. She  says  she  did  not  see  the  Watkins  memo  at  the  time,  did  not  know  FBI 
being  called  in  and  heard  about  the  travel  office  before  the  correspondents  dinner 
.  .  .  asked  a  couple  people  what  happened. 

JULY  1,  1993— Neuwirth  &  Sloan  meet  with  Hubbell. 

p.iii. — Seidman  calls  Margolis  and  tells  him  draft  copy  of  Management  Review 
will  be  coming  over  to  him  around  midnight.  (It  arrives  about  7a.m.  the  next  day) 

JULY  2,  1993  6:30— White  House,  Podesta  &  Stem  fax  Margolis  &  Nancy 
McFadden  (Chief  of-Staff  to  Hubbell)  a  draft  of  the  WHTO  Management  Review. 

Margolis  give  White  House  Review  draft  to  Heymann. 

Margolis  gives  draft  of  WH  Report  to  Davis  at  FBI. 

Legislation  mandating  GAO  Report  is  signed. 

White  House  Management  Report  is  released  to  the  media. 

McLarty,  Panetta,  Gearan  and  Podesta  give  press  briefing  on  White  House  Man- 
agement Review.  They  announce  the  "reprimands"  of  four  employees:  Watkins, 
Ealer,  Cornelius  and  Kennedy. 

Gearan  issues  WH  policy  guidelines  for  WH  Communications  contacts  with  FBI. 

Talking  points  prepared  by  the  First  Lady's  press  secretary  state  that  "Mrs.  Clin- 
ton never  asked  for  the  memo  [Watkins  memo]  and  did  not  read  the  memo.  Mrs. 
Clinton  had  the  memo  routed  to  Maggie  Williams.  .  .  .  Mrs.  Clinton  does  not  recall 
seeing  the  May  17  memorandum  from  Mr.  Watkins  .  .  .  until  after  the  Travel  Office 
employees  were  terminated." 

Foster,  Nussbaum,  Heymann  call  Hubbell. 

Seidman  asks  Margolis  to  get  AG  to  confirm  that  WH  Reoort  is  accurate  and 
spends  day  hammering  out  a  letter  with  Margolis.  Margolis  onV  agrees  to  say  that 
FBI-internal  review  and  White  House  report  are  "similar."  The  White  House  wanted 
something  stronger. 

Party  to  celebrate  Hubbell's  Senate  confirmation  with  Sheila  Anthony  &  Foster 
attending. 

EARLY  JULY — ^Foster  talks  to  Jim  Lyons  about  hiring  outside  attorneys  for  the 
Clintons  to  advise  them  on  WHTO  in  case  Foster  had  to  testify.  Lyons  recommended 
Foster  call  Jim  Robertson  (now  a  D.C.  district  court  judge)  if  the  Clintons  needed 
outside  counsel. 

Lyons  spoke  to  Nussbaum  about  representing  the  Clintons  since  Nussbaum  alleg- 
edly wasn^  as  involved  in  the  WHTO  as  Foster. 

Lindsey  says  that  he  discussed  outside  counsel  for  the  Clintons  with  Beryl  An- 
thony. 

Foster  gives  Lyons  an  URGENT  call  to  come  to  Washington  because  travel  oflice 
matter  "was  escalating." 

Foster  discussed  the  WHTO  matter  and  outside  counsel  for  the  Clintons  with 
Susan  Thomases  &  Jim  Hamilton. 

JULY  9,  1993 — Foster  asks  Anthony  for  names  of  outside  attorneys  for  White 
House  stafl"  in  anticipation  of  Foster  testifying  at  Congressional  hearings. 

Podesta  calls  Hubbell  two  times. 

Foster  notebook  states  that  Peat  Marwick  auditors  disagreed  with  the  Manage- 
ment Review  conclusions  regarding  their  review. 

JULY  11,  1993 — New  York  Times  editorial  calls  the  White  House  Management 
Review,  "A  Stealthy,  Evasive  Confession." 

JULY  12,  1993— Roll  Call  reports  there  will  be  a  vote  on  a  Travelgate  Resolution 
of  Inquiry  on  July  14. 

Peggy  Richardson  calls  Hubbell. 

JlfiCV  13,  Tuesday — Podesta  &  Stem  brief  members  of  Judiciary  Committee. 

Peg^  Richardson  calls  Hubbell. 

Chairman  Jack  Brooks  calls  Hubbell. 

Podesta  &  McLarty  call  Hubbell  together. 
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President  Clinton  informed  then  Rep.  Jack  Brooks  that  the  AG  was  in  the  process 
of  reviewing  matters  relating  to  the  Travel  Office  "and  you  can  be  assured  that  [she] 
wiU  have  the  Administration's  full  cooperation  in  investigating  those  matters  which 
the  Department  wishes  to  review." 

JULY  14,  1993,  Wednesflay  12:16 — Jim  Lyons  calls  Hubbell. 

Mike  Berman,  Nussbaum  and  Ricki  Seidman  call  Hubbell. 

Judiciary  Committee  vote  taken  (and  fails)  on  House  Resolution  of  Inquiry  de- 
manding tnat  the  White  House  release  WHTO  documents. 

Senator  Dole  letter  to  Reno  requesting  special  counsel  for  Travelgate. 

IRS  Commissioner  Richardson  calls  HubDell. 

IRS  Conmiissioner  Richardson  cancels  meeting  with  Rep.  Wolf  on  IRS  Travelgate 
Report. 

JULY  15,  1993,  Thursday — Conunissioner  Richardson  again  cancels  meeting 
with  Rep.  Wolf 

Wolf  letter  to  IRS  Richardson  concerning  her  cancelling  meetings  on  July  14th 
and  15th. 

3:20 — Counsel  for  Chairman  Jack  Brooks  calls  Hubbell  and  on  behalf  of  Chmn. 
Brooks  extends  thanks  "for  all  your  help." 

Heymann  e-mails  Margolis  on  the  OPR  Review  to  be  done  on  the  WHTO. 

JULY  16-17,  1993 — Foster  on  weekend  trip  to  Maryland  with  his  wife,  Hubbell 
and  Cardozos.  Hubbell  says  they  never  talked  about  anything  having  to  do  with 
business  or  the  Travel  Office  "even  though  you  may  find  that  hard  to  believe." 

JULY  18,1993,  Sunday — Lyons  spoKe  to  Foster  to  confirm  their  meeting  on 
Wednesday,  July  21st. 

Lyons  was  to  call  &  confirm  his  fli^t  schedule  with  Foster  on  Monday  or  Tues- 
day. 

JULY  19,1993,  Monday  10:50— Berman  calls  Hubbell 

FBI  Director  Sessions  is  fired. 

IIKK) — Hubbell  meets  with  McLarty 

3H)0 — Sheila  Anthony  calls  Hubbell 

p.m.— POTUS  movie  with  Hubbell,  VF  can't  make  it. 

JULY  20,  1993,  Tuesday  9:30 — Louis  Freeh  is  appointed  Director  of  FBI. 

Jim  Lyons  telephones  Foster  3  times  at  WH. 

IIKH) — Seidman  calls  Hubbell. 

2:45 — Nussbaum  calls  Hubbell. 

4K)0 — Jim  Lyons  calls  Hubbell. 

5:45 — Fostei^s  body  is  found. 

8:30 — White  House's  first  notiiication  of  Foster's  Death  to  Watkins.  (7/21  Press 
Briefing). 

[10:30] — Nussbaum,  Mag^e  Williams  &  Patsy  Thomasson  enter  Foster's  office 
and  look  through  files  in  briefcase  &  on  desk  while  searching  for  a  note.In  Senate 
testimony  Patsy  says  the  briefcase  was  in  the  knee  hole  of  the  desk  and  she  pulled 
it  out  and  just  thumbed  through  it  and  didn't  take  anything  out.  (Later  told  GAO 
investigators  she  saw  nothing  "on  his  desk." 

JULY  22,  1993,  Thursday  8K>0 — Susan  Thomases  pages  Nussbaum. 

IKK) — Search  of  Foster's  onice  by  Nussbaum,  Sloan  &  Neuwirth  with  Burton,  DOJ 
Margolis  &  Adams,  &  Michael  Stafford  present. 

Foster's  personal  papers  moved  over  to  Jim  Hamilton's  office. 

White  House  explanation  of  Foster  Travel  Office  file:  First  letter  from  White 
House  (7/25/95)  explaining  the  custody  of  the  Foster  file,  states:  "the  actual  docu- 
ments in  Mr.  Foster's  Travel  Office  file  remained  in  the  custody  of  the  Counsel's  of- 
fice from  the  time  of  his  death  on  July  20,  1993  until  they  were  provided  to  Inde- 
pendent Counsel  Kenneth  Starr.  We  have  provided  copies  of  documents  from  the  file 
to  the  Office  of  Public  Integrity  of  the  Department  of  Justice  and  the  Senate  Special 
Committee  to  Investigate  Whitewater  .  .  ." 

IKH) — White  House  letter  of  8/30/95  says,  "the  documents  were  located  in  Mr.  Fos- 
ter's briefcase  on  July  22,  1993  by  Mr.  Nussbaum  who  removed  them  in  the  pres- 
ence of  investigators  and,  after  generally  describing  them,  placed  them  on  Mr.  Fos- 
ter's desk.  We  nave  no  knowledge  of  how  or  where  Mr.  Foster  maintained  this  mate- 
rial prior  to  this  date."  [Note:  Mr.  Foster  did  not  maintain  the  documents  from  the 
time  of  his  death  on  July  20  through  July  22  when  the  review  of  his  office  began. 
Previous  Mikva  letter  said  the  documents  had  remained  in  the  Counsel's  office  from 
the  time  of  Foster's  death  to  the  present.  This  response  changes  this  prior  expla- 
nation.] 

6K)0 — Magne  Williams  puts  Clinton  personal  documents  from  Foster's  office  in  a 
closet  in  the  First  Family  residence  including  a  file  about  "The  White  House  Project" 
a  matter  that  Foster  was  working  on  with  Hanr  Thomason  and  David  Watkins. 
(The  file  is  empty  except  for  an  envelope  from  the  Brookings  Institution.) 
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JULY  26,  1993,  Monday — Neuwirth  inventories  Foster's  office  &  finds  notes. 
Neuwirth's  index  does  not  include  the  Foster  Travel  Office  file  because  allegedly  at 
this  point  Nussbaum  has  already  taken  it  and  put  in  his  office. 

More  of  Foster's  personal  items  are  sent  over  to  Jim  Hamilton's  office. 

11:52— Jim  Lyons  calls  HubbeU. 

Wolf  meets  with  IRS  Commissioner  Richardson  and  sends  letter  with  additional 
questions. 

JULY  27,  1993  IIKM) — Bruce  Lindsey  meets  with  Roger  Johnson,  GSA. 

24  file  folders  of  Foster  documents  are  sent  to  First  Family  personal  attorneys  at 
Williams  &  Connolly 

2-.30— HRC  calls  HubbeU. 

9H)0pm — Foster  suicide  note  turned  over  to  Park  Police.  White  House  statement 
reads:  The  writing  is  undated  and  does  not  mention  suicide,  but  it  does  contain 
statements  which  may  shed  light  on  Mr.  Foster's  state  of  mind  and  which  may  pro- 
vide additional  confirmation  that  Mr.  Foster  committed  suicide."  No  one  at  the 
White  House  including  White  House  Counsel  Nussbaum  mentioned  the  Foster  Trav- 
el Office  file  that  also  "shed  light  on  Mr.  Foster's  state  of  mind"  and  explained  some 
of  the  note. 

JULY  28,  1993,  Wednesday — Heymann  memos  Keeney  &  Shaheen  to  start  re- 
view for  an  OPR  Report  to  review  conduct  of  FBI  contacts  with  WH. 

6K)0 — Kennedy  calls  HubbeU 

JULY  30,  1993— OPR/FBI  role  assigned  to  Leroy  Teitsworth. 

Neuwirth  interviewed  by  FBI  about  finding  Foster  note  and  July  22d  search  of 
Foster  office. 

Nussbaum  interviewed  &  states  that  he  is  not  aware  of  other  notes  or  messages 
which  would  be  relevant. 

AUGUST  10,  1993 — Jim  Lyons  caUs  HubbeU:  "would  like  to  see  you  tomorrow 
at  5:30  or  ep.m." 

AUGUST'  17,  1993  2K)a— HubbeU  meets  with  Kennedy. 

AUGUST  18,  1993 — GAO  opening  day  of  interviews. 

SEPTEMBER  22,  1993— Cliff  Sloan  calls  HubbeU 

CUnger  letter  to  Potts  on  Thomason's  status  as  an  SGE. 

SEPTEMBER  23,  1993— Kennedy,  Lindsev,  Jim  Lyons,  Cliff  Sloan  caU  HubbeU. 

SEPTEMBER  27,  1993— HubbeU  has  lunch  with  Kennedy. 

SEPTEMBER  30,  1993— GAO  Interim  Report  on  WHTO  matter  to  House  &  Sen- 
ate. 

DECEMBER  20,  1993 — Press  reports  that  Whitewater  documents  were  taken 
out  of  Foster's  office. 

1994 

JANUARY  20,  1994 — Fiske  appointed  special  counsel  for  Whitewater. 

FEBRUARY  1994 — In  meeting  with  GAO  of  m^ority  and  minority  Government 
Operations  staff,  then  Deputy  Majority  Counsel  Don  Goldberg  discussed  he  has 
learned  that  Public  Integrity  is  close  to  indicting  Billv  Dale  and  two  other  individ- 
uals. Then  Republican  minority  staff  raise  issue  of  why  Majority  Counsel  has  been 
informed  of  criminal  indictments. 

FEBRUARY  3,  1994 — Heymann  announces  resignation  as  DAG. 

FEBRUARY  11,  1994 — Heymann  resigns  as  Deputy  Attorney  General. 

FEBRUARY  24,  1994 — Chairman  Clinger,  Heniy  Hyde  and  Dick  Armey  wrote  to 
the  Attorney  General  of  their  concern  that  DOJ  criminal  investigators  were  inform- 
ing congressional  staff  about  possible  crin\inal  charges. 

MARCH  14,  1994 

Nussbaum  resigns  as  Counsel  to  the  President. 

Fiske  issues  subpoenas  on  Whitewater  Treasury  contacts. 

Patsy  Thomasson  obtains  a  White  House  pass  along  with  dozens  of  staffers  who 
had  delayed  this  process. 

MARCH  14,  1994 — HubbeU  resigns  as  Associate  Attorney  General. 

MARCH  18,  1994 — OPR  Report  forwarded  to  Acting  Assistant  Attorney  General 
Joann  Harris. 

MARCH  19,  1994 — Kingsbury  GAO  draft,  of  report  is  completed. 

MARCH  31,  1994— -OIG  Treasury  Report  of  Inquiry  on  Possible  Misuse  of  IRS 
in  WHTO. 

APRIL  11,  1994 — Associate  Counsel  Eggleston  writes  memo  to  Cutler  on  GAO 
document  requests  noting  that  the  White  House  had  not  addressed  "the  effort  by 
Martens  to  get  a  contract  to  conduct  an  accounting  of  the  federal  aircraft,  fleet  .  .  ." 
previously  (fecided  documents  were  not  called  for.  .  .  .  (they  were  not  provided  to 
GAO) 
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MAY,  1994 — NeU  Eggleston  reviews  Foster  WHTO  file  to  determine  if  responsive 
to  Fiske  subpoena.  He  says  it  was  not.  Eggleston  said  he  learned  of  the  file  when 
Nussbaum  called  him  in  May  and  told  him  there  was  a  Travel  Office  file  that  Foster 
had  and  it  was  under  "T"  for  Travel"  in  the  general  secretarial  files. 

MAY  2,  1994— GAO  issues  final  GAO  Report. 

MAY  26,  1994 — Watkins  submits  his  resignation  afl«r  using  a  military  helicopter 
for  a  golf  outing. 

JULY,  1994— Lloyd  Cutler,  Joel  Klein,  John  Podesta,  Jane  Sherburne,  &  Sheila 
Cheston  review  Foster  Travel  Office  file. 

JULY  10,  1994 — Neil  Eggleston  writes  a  memo  to  the  file  regarding  the  Vinoe 
Foster  Travel  Office  file  and  how  it  may  or  may  not  be  responsive  to  numerous  in- 
vestigations including  GAO,  OPR,  Public  Integrity  and  Independent  Counsel  Fiske. 
He  decides  it  is  responsive  to  Public  Integrity  but  only  portions  are  provided  one 
month  later.  (The  wnole  file  is  only  received  by  Public  Integrity  after  it  is  given  to 
press)  Eggleston  says  there  is  no  need  to  tell  GAO  and  OPR  who  are  done  with  their 
reports. 

JULY  26,  1994 — ^House  &  Senate  Whitewater  Hearings  begin. 

AUGUST,  1994 — Ken  Starr  appointed  as  independent  counsel  for  Whitewater. 

SEPTEMBER  15,  1994 — Grand  jury  subpoena  for  documents  from  White  House 
relating  to  Harry  Thomason  and  Darnell  Martens  due  on  Sept.  30,  1994. 

OPR  Report  is  redacted  and  sent  over  to  Marvin  Krislov  at  the  White  House  to 
review  pursuant  to  a  FOLA  request.  (Faith  Burton). 

OCTOBER  1,  1994— Mikva  begins  at  WH  as  Counsel  to  the  President. 

NOVEMBER  18,  1994— Kennedy  resigns  from  WH  counsel's  office. 

DECEMBER  7,  1994 — Billy  Dale  is  indicted  for  embezzlement  and  conversion. 

1995 

APRIL  5,  1996 — ^White  House  turns  over  Vince  Foster  Travel  Office  file  to  Ken 
Starr. 

JULY  6,  1996 — White  House  provides  Vince  Foster  Travel  Office  file  to  press 

MAY  31,  1996 — Government  Reform  and  Oversight  Committee  sends  first  docu- 
ment request  to  the  White  House  on  Travel  Office  matter. 

JUNE  14,  1996 — Government  Reform  and  Oversight  Conmiittee  sends  second 
document  request  to  the  White  House. 

JULY  7,  1996 — White  House  provides  Committee  with  first  documents — White 
House  personnel  forms 

JULY  13,  1996 — Chairman  Clinger  requests  a  copy  of  the  Travel  Office  file  made 
available  to  the  press. 

JULY  16,  1996 — White  House  sends  copy  of  Senate  document  protocols  requiring 
guards,  signed  non-disclosure  agreements  by  stafT,  special  paper,  etc.  and  condi- 
tioned receipt  of  the  Foster  Travel  Office  file  on  acceptance  of  these  security  proto- 
cols. 

JULY  17,  1996 — Chairman  Clinger  wrote  to  Mikva  pointing  out  that  the  Conunit- 
tee  should  not  be  required  to  comply  with  extensive  protocols  on  documents  already 
provided  to  the  press. 

JULY  19, 1996 — Committee  receives  Foster  Travel  Office  file. 

JULY  20,  1996 — Chairman  Clinger  requests  a  "chain  of  custody"  explanation  for 
the  Travel  Office  file. 

JULY  24,  1995— OPR  memo  from  AAG  Shaheen  to  David  Mai^lis  regarding 
"Undisclosed  Foster  Notebook  re  the  White  House  Travel  Office  Matter".  Shaheen 
writes,  "we  were  stunned  to  learn  of  the  existence  of  this  document  since  it  so  obvi- 
ously bears  directly  upon  the  inquiry  we  were  directed  to  undertake  in  late  July  and 
August  1993." 

JULY  25,  1995 — White  House  "chain  of  custody"  explanation  states  that  the  doc- 
uments in  the  file  "remained  in  the  custody  of  the  Counsel's  Office  from  the  time 
of  his  death  on  July  20,  1993  until  they  were  provided  to  Independent  Counsel  Ken- 
neth Starr."  There  was  no  listing  of  who  found,  reviewed,  dates,  etc.  as  was  re- 
quested. 

JULY  26,  1995— Chairman  Clinger  notes  the  non-responsive  answer  on  the 
"chain  of  custody"  and  renews  the  request. 

AUGUST  28,  1995— Govt.  Reform  and  Oversight  staff  reviews  additional  pages 
of  Foster  Travel  Office  file  that  White  House  had  said  were  "non-responsive."  These 
pages  were  regarding  Mr.  Thomason's  efforts  to  use  Presidential  Inaugural  Funds 
to  finance  volunteers  at  the  White  House  and  were  clearly  responsive  to  our  request 
for  documents  to  the  White  House. 

AUGUST  30,  1995— White  House  provides  another  "chain  of  custody"  expla- 
nation. 
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SEPTEMBER  15,  1996 — White  House  provides  a  fiirther  explanation  of  the 
"chain  of  Custody"  which  includes  the  White  House  informing  Independent  Counsel 
Fiske  of  the  file  in  July  1994  after  Cutler  reviewed  the  file. 

Mr.  Clinger.  The  gentleman,  Mr.  Podesta. 

Mr.  Podesta.  Thank  you,  Mr.  Chairman. 

I  tried  to  keep  up  with  you,  Mr.  Mica,  as  you  went  down  that 
list  of  facts,  but  I  believe  they're  all  contained  in  the  management 
review  until  the  very  last  point  that  you  raised  with  me,  which  was 
the  question  of  whether  Mr.  Eller  had  destroyed  documents.  I  was 
not  aware  that  Mr.  Eller  had  said  that  he — I  don't  believe  that  I 
was  aware  that  he  said  he  destroyed  documents,  but  the  document 
that  was  specifically  referred  to — I  see  counsel  rushing  to  refresh 
my  recollection  about  this;  I  would  appreciate  it  if  they  could.  The 
document  that  was  specifically  referred  to  I  think  in  Mr.  dinger's 
opening  statement,  the  memo  that  Mr.  Watkins  wrote,  there  were 
multiple  copies  of,  and  the  committee  has  them,  and  in  fact  we  re- 
leased that  document  in  our  management  review  on  July  2nd. 

Mr.  Mica.  Mr.  Chairman,  I  know  my  time  is  expired.  I  have  ad- 
ditional questions. 

Mr.  Clinger.  The  time  has  expired.  The  Chair  will  declare  the 
committee  in  recess  until  1  o'clock. 

[Whereupon,  at  12:14  p.m.,  the  committee  was  recessed  to  be  re- 
convened at  1  p.m.  this  same  day.] 

Mr.  CUNGER.  The  committee  will  resume  sitting.  And  at  this 
point,  no  other  members  being  present,  apart  from  the  gentleman 
from  Virginia,  I  will  recognize  the  gentleman  from  Virginia  for  5 
minutes. 

Mr.  Davis.  Thank  you  very  much,  Mr.  Chairman. 

In  early  February,  1993,  Mr.  Martens  claims  to  have  written  a 
memo,  following  a  call  he  made  to  Billy  Dale,  inquiring  whether 
White  House  charter  business  was  subject  to  competitive  bidding. 
It  was  faxed  to  the  White  House  on  May  10,  1993,  and  became  a 
key  document  in  accelerating  the  calling  of  the  FBI.  It  appears  that 
document  may  even  have  been  shown  to  the  FBI. 

The  memo  refers  to  TRM  seeking  White  House  business  during 
Mr.  Martens'  interview  with  Mr.  Podesta's  White  House  manage- 
ment review  team;  Mr.  Martens  claimed  it  was  a  memo  to  myself. 

I  knew  what  I  was  talking  about,  which  was  to  find  out  the  bid- 
ding process.  What  was  in  it  for  TRM?  Nothing.  Would  you  have 
continued  consulting?  No,  on  this  bid;  future  projects,  yes.  I  was 
trying  to  bring  closure  to  this. 

The  thing  I  wanted  to  ask,  Mr.  Podesta — I  tried  to  share  with 
you  a  couple  of  documents  a  minute  ago — did  anyone  tell  you  this 
was  Mr.  Martens'  memo  prior  to  you  interviewing  Mr.  Martens?  Do 
you  remember? 

Mr.  Podesta.  Congressman,  I'm  not  sure  whether  someone  told 
me  whether  it  was  Martens'  memo  prior  to  my  interviewing 
Martens,  but  Martens,  I  think,  confirmed  that  it  was  Martens' 
memo. 

Mr.  Davis.  The  OPR  report  states  that  Darnell  Martens  was  in- 
terested in  gaining  some  of  the  Travel  Office  business  for  its  client 
charter  carriers.  And  as  I  look  at  his  own  memo,  it  looks  pretty 
clear  to  me  that's  the  direction  it  was  going. 
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I  know  the  interview  seems  to  indicate  something  different,  but 
when  you  take  a  look  at  the  memo,  his  own  memo,  it  says  Dee  Dee 
Myers  stated  to  both  Harry  Thomason  and  Darnell  Martens  that 
the  White  House  was  not  tied  to  any  particular  charter  operator 
and  that,  based  on  that  assumption,  she  saw  no  reason  why  TRM 
shouldn't  be  able  to  compete  for  the  White  House  press  corps  char- 
ter business. 

Another  couple  of  paragraphs  down,  it  says — she  talks  about  Mr. 
Dale,  says  that  it  would  be  impossible  for  TRM  to  earn  the  White 
House  business.  Later  on,  TRM  informed  Dale  that  TRM  purchases 
a  much  higher  volume  of  charter  hours  than  the  White  House  does 
and  that  the  buying  power  could  be  combined  with  the  White 
House  business  to  lower  the  cost  from  particular  vendors  and  the 
press  corps.  Looking  at  that,  doesn't  it  appear  he  might  have  been 
interested  in  the  White  House  charter  business  at  that  point? 

Mr.  PODESTA.  I  think  the  memo  on  its  face  appears  that  way,  but 
then  we  did  do  the  subsequent  interview  with  Mr.  Martens,  and  he 
explained,  at  least  what  he  said  to  us. 

Mr.  Davis.  OK  Now,  I've  shown  you  the — looks  like  the  notes 
from  the  interview  of  Mr.  Martens  on  that;  and  it  says  you  refer 
to  the  possibility  of  TRM  getting  the  business,  and  he  said  it  was 
a  memo  to  himself,  he  knew  what  he  was  talking  about,  which  was 
to  end  the  bidding  process.  But  that  doesn't  really — ^it  looks  to  me 
like  that  doesn't  really  square  with  the  substance  of  his  own  memo. 
It  looks  like  it's  the  old  "I  lied  to  my  diary"  routine. 

How — I  guess  you're  just  taking  his  word  for  it. 

Mr.  PoDESTA.  Well,  I  think  that  there's  a  context  to  this — let  me 
explain  it — which  is  that  according  to  Mr.  Martens,  TRM  was  not 
in  the  charter  brokerage  business  and  they  weren't  in  the  charter- 
ing business.  They  didn't  own — they  didn't  own  airplanes  that  were 
being  used  for  this  type  of  service.  In  fact,  I'm  not  sure  that  they 
owned  any  airplanes,  but  if  they  did,  they  were  small,  private  jets, 
not  the  kind  of  commercial  airliners  that  needed  to  be  utilized. 

Mr.  Davis.  Although  he  did  broker — he  did  broker  those  during 
the  campaign,  did  he  not? 

Mr.  PoDESTA.  That  is  not  my  understanding.  My  understanding 
is  that  when  the  campaign  came  to  chartering  these,  these  types 
of  aircraft — ^you  know,  727's,  that  kind  of  thing — in  the  campaign, 
that  Penny  Sample  at  Air  Advantage  brokered— bid  and  brokered 
the  provision  of  those  airplanes.  Martens  provided  some  advice  to 
her;  I  think  he  provided  billing  services  to  her.  But — and  I'm — ^but 
I  don't  think  he  actually  did  the  brokerage.  I  think  that  was  Sam- 
ple's job. 

Mr.  Davis.  You  don't  know  if  he  received  any  compensation  from 
Sample,  Martens,  for  the  brokerage? 

Mr.  PoDESTA.  During? 

Mr.  Davis.  The  campaign. 

Mr.  PoDESTA.  I  think  ne  received  payment  for  the  services  he 
provided.  I  don't  know  whether  he  received  a — any  payment  for  the 
brokerage  services  that  Ms.  Sample  was  providing. 

Mr.  Davis.  He  notes  in  the  memorandum.  Martens  informed 
Dale  that  TRM  is  aware  of  at  least  one  operator  that  has  aircraft 
based  in  Washington,  has  aircraft  superior  to  those  currently  being 
used  and  could  be  obtained  at  a  rate  comparable  or  probably  lower 


477 

than  that  currently  being  paid  by  the  press  corps.  That  could  be 
airplanes  that  they  would  charter  and  broker,  wouldn't  it?  I'm  talk- 
ing about  his  memorandum  here.  I  mean,  it  looks  like  they  didn't 
have  them,  but  he  could  broker  them  and  have  access  to  them. 

Mr.  PODESTA.  I  think  that — I'm  just  telling  you  what  Mr. 
Martens  told  us,  which  was  that  Mr.  Martens  wasn't  in  the  airline 
brokerage  business. 

Mr.  Davis.  OK  But  looking  at  the  memorandum,  one 

Mr.  PoDESTA.  Obviously,  we  provided  all  these  documents  to  the 
Justice  Department,  and  I  assume  that  they  looked  at  that  ques- 
tion. But  we 

Mr.  Davis.  I'm  just  asking  you.  For  example,  your  report  stated 
that  it's  entirely  plausible  that  Mr.  Thomason  was  in  no  way  moti- 
vated by  the  hope  of  financial  gain. 

Mr.  PoDESTA.  I  think  we  fi-amed  that  carefully.  It  was  entirely 
plausible 

Mr.  Davis.  Let  me  ask  you  another  question. 

Mr.  PoDESTA.  It  was  entirely  plausible  that  that  was  the  case. 

Mr.  Davis.  I  understand.  Could  it  also  be  entirely  plausible  that 
he  was  motivated  bv  the  hope  of  financial  gain? 

Mr.  PoDESTA.  I  don't  think  so.  I  don't  think  Mr.  Thomason  was 
motivated  by  the  hope  of  financial  gain. 

Mr.  Davis.  You  don't  think  that  would  be  plausible  at  all?  You 
don't  think  that  would  be  plausible  at  all,  to  assume 

Mr.  PoDESTA.  I'll  tell  you  what  I  think.  I  don't  think  that  he  was 
interested  in  this  Travel  Office  matter  because  he  thought  that  Mr. 
Thomason  would  financially  gain  from  it. 

Mr.  Davis.  What  about  the  GSA  business  and  the  report  in  gen- 
eral on  aviation  that  he  wanted  to  do  for  the  White  House? 

Mr.  PoDESTA.  I  think  Mr.  Martens  was  clearly  interested  in  pur- 
suing that  contract  and  getting  that  business. 

Mr.  Davis.  You  don't  think  Mr.  Thomason  was  interested? 

Mr.  PoDESTA.  I  believe  he  pursued  it  through  TRM,  through  the 
company  which  Mr.  Thomason  is  one  of  the  owners. 

Mr.  Davis.  He's  an  owner  in  that,  and  Mr.  Thomason  was  an 
owner  in  that,  TRM? 

Mr.  PoDESTA.  He  was  an  owner  in  TRM. 

Mr.  Davis.  But  Mr.  Thomason's  interest  in  that,  in  your  judg- 
ment, wasn't  motivated  by — wouldn't  it  be  plausible  to  think  under 
this  situation  it  might  have  been  motivated  by  making  some 
money? 

Mr.  PoDESTA.  I  didn't  say  that.  You  asked  me  about — ^you  asked 
me  about  the  contract  with  GSA.  I  assumed  that 

Mr.  Davis.  Could  it  be  plausible  in  that  case? 

Mr.  PoDESTA.  I  assumed  that  Martens  was  interested  in  making 
some  money  on  the  GSA  contract.  He  was  seeking  the  contract.  I 
don't  know  whether  Mr.  Thomason  thought  that,  if  TRM  got  the 
business,  whether  he  would  financially  benefit  from  it. 

Mr.  Davis.  Let  me  ask  a  couple  of  other  questions. 

Did  you  learn  in  your  review  that  Mr.  Martens  had  received  pay- 
ments through  Air  Advantage  during  the  campaign? 

Mr.  PoDESTA.  Had  received  payments? 

Mr.  Davis.  Right. 
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Mr.  PoDESTA.  I'd  have  to  go  back  and  check  notes  on  that,  Mr. 
Davis. 

Mr.  Davis.  I'd  appreciate  your  getting  back. 

Mr.  PoDESTA.  I'm  happy  to  take  the  question. 

Mr.  Davis.  OK.  Did  anv  of  you  besides — did  any  of  the  other  pan- 
elists, besides  Mr.  Podesta,  speak  with  Mr.  Martens  or  Mr. 
Thomason  about  their  actions  at  the  White  House? 

Ms.  Kingsbury.  No. 

Mr.  Bell.  No. 

Mr.  Davis.  OK.  Was  your  knowledge  of  who  wrote  this  memo 
then  based  on  the  management  review  and  the  White  House  rep- 
resentation? 

Ms.  Kingsbury.  Yes. 

Mr.  Davis,  You  had  no  original  interpretation  of  this  language? 

Ms.  Kingsburj^  did  Mr.  Podesta  provide  any  of  this  information 
to  you  in  his  GAO  interview? 

Ms.  Kingsbury.  Information  about? 

Mr.  Davis.  About  GSA. 

Ms.  Kingsbury.  No. 

Mr.  Davis.  OK  Thsink  you  very  much. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

The  gentleman  from  Texas,  Mr.  Green,  is  recognized  for  5  min- 
utes. 

Mr.  Green.  Mr.  Chairman,  I'd  like  to  reserve  my  time. 

Mr.  Clinger.  The  gentleman  reserves  his  time. 

The  gentleman  from  Minnesota,  Mr.  Gutknecht,  is  recognized  for 
5  minutes. 

Mr.  Gutknecht.  Thank  you,  Mr.  Chairman.  I'd  like  it  address  a 
few  questions  to  Mr.  Podesta. 

First  of  all,  are  you  aware  or  were  you  aware  of  a  Sunday,  May 
16,  event,  at  which  Patsy  Thomasson  called  several  computer  peo- 
ple at  home  to  come  and  perform  a  hard  disk  drive  removal  process 
from  the  Travel  Office  computers? 

Mr.  Podesta.  I  was  aware  that  Ms.  Thomasson  did  do  a  printout 
of  the  hard  drives  of  the  computers  in  the  Travel  Office,  but  wheth- 
er— you're  asking  me  for  a  level  of  detail  that  I  just  don't  recall. 
Whether  that  was  on  May  16  or  sometime  immediately  thereafter, 
I  don't  remember. 

Mr.  Clinger.  Mr.  Podesta,  could  you  pull  the  microphone  a  little 
closer  to  you?  Thank  you. 

Mr.  Gutknecht.  Sir,  you  were  aware  or  you  were  not  aware  that 
she  contacted 

Mr.  Podesta.  I  was  aware  that  Ms.  Thomasson  had  done  a  print- 
out of  the  hard  drives.  I  don't  recall  with  that  level  of  specificity 
whether  that  occurred  on  May  16. 

Mr.  Gutknecht.  But  we're  not  talking  about  just  a  printout. 
We're  talking  about  removal  of  the  hard  drives.  Are  you  aware  of 
that?  Were  you  aware  of  that? 

Mr.  Podesta.  Fd  have  to  go — again,  I'd  have  to  go  back  and 
check  the  notes.  These  are  things  that  happened  two-and-a-half 
years  ago. 

I  knew  that  she  had  the  information  and  she  captured  the  infor- 
mation on  the  hard  drives.  So  to  the  extent  that  that's  what's  rel- 
evant, yes,  I  knew  about  that. 
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Mr.  GUTKNECHT.  Do  you  know  Mr.  Jeff  Eller? 

Mr.  PoDESTA.  Yes. 

Mr.  GuTKNECHT.  Were  you  aware  that  on — make  sure  I  get  the 
right  date — that  on  May  20,  a  Thursday,  of  1993,  Eller  reports  that 
he  threw  away,  and  I  quote,  all  documents  he  has  concerning  the 
White  House  Travel  Office,  close  quote,  when  he  removed  himself 
from  the  issue?  Were  you  aware  of  that? 

Mr.  PoDESTA.  I  was  asked  that  question  before  and  said  that  I 
wasn't — ^I  didn't  remember  it,  but  I  would  be  happv  to  have  my  re- 
fresher— ^recollection  refreshed.  I've  been  proviaea  with  the  docu- 
ment of  an  interview  that  I  conducted  with  him,  at  which  point  he 
said^I  asked  him  for  documents  and  he  said  he  threw  tiiem  away. 

But  that's  not  exactly  the  way  you  set — ^you  framed  it,  and  I  don't 
know  whether  you  have  documents.  If  you  could,  maybe  you  could 
provide  them  to  me,  which  would  indicate  that  he  went  beyond 
that. 

Mr.  GuTKNECHT.  Well 

Mr.  PoDESTA.  All  I  have  is,  I  asked  him  for  documents;  he  said, 
I  threw  them  away. 

Mr.  GUTKNECHT.  So  you  were  aware  that  the  documents  had 
been  thrown  away? 

Mr.  PoDESTA.  Evidently,  yes.  I  asked  him  a  question  and  that's 
his  answer. 

Mr.  GuTKNECHT.  Did  any  of  that  information  appear  in  any  of 
your  reports? 

Mr.  PoDESTA.  That  he  threw  these  documents  away? 

Mr.  GUTKNECHT.  That's  correct. 

Mr.  PoDESTA.  No.  We  went  back  and,  I  believe,  actually  recap- 
tured from  his  hard  drive  a  document  that  was — that  he  was  refer- 
ring to;  and  as  I  said  earlier,  I  believe  the  document  he  had  on  the 
airplane  was — ^was  the  memo  that  Watkins  had  done,  in  which  case 
there  were  multiple  copies  of  that  document. 

Mr.  GUTKNECHT.  So  you  were  aware  that  documents  had  been 
thrown  away,  but  that  did  not  appear  in  your  final  report;  you 
didn't  feel  that  that  was  newsworthy? 

Mr.  PoDESTA.  Newsworthy?  I  was  trying 

Mr.  GUTKNECHT.  You  didn't  feel  that  that  fit  in  your  report? 

Mr.  PODESTA.  We  didn't  put  in  our  report.  I  didn't  think  it 
was 

Mr.  GuTKNECHT.  That  wasn't  the  question.  You  didn't  feel  that 
that  belonged  in  your  report? 

Mr.  PODESTA.  I  didn't  think  it  was  material  to  the  report.  We  had 
the  facts  we  needed  to  know  to  decide  what  happened,  and  we  had 
the  documents  that  we  thought  were  relevant. 

Mr.  GuTKNECHT.  Fd  like  to  follow  up  on  that. 

One  of  the  files,  the  computer  files  that  you  say  was  printed  out 
and  some  may  believe  was  destroyed,  the  title  of  that  file,  the  name 
of  that  file  was  FLOTUS.DB,  F-L-0-T-U— I'm  sorry,  F-L-0-T-U-S, 
point,  D-B.  Any  significance  to  that  title? 

Mr.  PoDESTA.  FLOTUS  is  the — is  an  acronym  for  the  First  Lady 
of  the  United  States.  I  don't  know  what  D-B  means. 

Mr.  GuTKNECHT.  Probably  data  base. 

Mr.  PODESTA.  What? 

Mr.  GUTKNECHT.  Probably  data  base. 
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Mr.  PODESTA.  I  don't  know.  I'd  only  be  speculating;  I  don't  know. 

Mr.  GuTKNECHT.  Mr.  Podesta,  in  your  review  you  learned  that 
David  Watkins,  assistant  for  the  President  for  management  and 
administration,  placed  a  special  assistant,  Catherine  Cornelius,  in 
the  Travel  Office  to  assess  staffing  and  possible  reorganization;  and 
he  knew  of  her  interest  in  running  that  Travel  Office  and  replacing 
the  current  employees  with  travel  companies  that  she'd  worked 
with  during  the  campaign.  Isn't  that  correct? 

Mr.  Podesta.  Yes. 

Mr.  GuTKNECHT.  Mr.  Podesta,  you  also  mentioned 

Mr.  Podesta.  Congressman,  can  I — can  you  bear  with  me?  Could 
you  repeat  that  question  one  more  time,  since  I've  already  an- 
swered it  affirmatively?  I'm  not  sure  I  caught  it  all. 

Mr.  GuTKNECHT.  Well,  you  knew  that  David  Watkins  had  ap- 
pointed Catherine  Cornelius,  and  you  also  knew  that  she  had  an 
interest  in  running  the  Travel  Office;  isn't  that  correct? 

Mr.  Podesta.  Yes. 

Mr.  GUTKNECHT.  You  also  learned  that  Catherine  Cornelius 
wrote  a  memo  on  February  15,  1993,  to  David  Watkins  at  his  re- 
quest; isn't  that  correct? 

Mr.  Podesta.  That's  correct. 

Mr.  GUTKNECHT.  In  the  memo,  Cornelius  outlined  the  reorga- 
nization of  the  White  House  Travel  Office,  placing  herself  and 
Clarissa  Cerida 

Mr.  Podesta.  Cerda. 

Mr.  GuTKNECHT.  Cerda,  OK,  thank  you — Cerda,  as  the  Travel 
Office — as  Codirector  of  the  Travel  OflRce,  including  World  Wide 
Travel  to  handle  staff  travel.  Cornelius  and  Cerda  were  told  by  Mr. 
Watkins'  secretary  that  Watkins  took  the  memo  home  that  night 
and  he  questioned  them  about  the  contents  of  the  memo  the  follow- 
ing day;  isn't  that  correct? 

Mr.  Podesta.  Is  it  correct  that  that's  what  Ms.  Cerda  said? 

Mr.  GUTKNECHT.  Yes. 

Mr.  Podesta.  I  think  that's  a  characterization  of  Ms.  Cerda's  tes- 
timony— of  her  interview  with  us.  But  I  think  that  she  was  of  the 
view  tiiat  there  were  a  couple  of  questions  asked  by  Mr.  Watkins, 
which  led  her  to  believe  that — that  he  had  looked  at  the  memo. 

Mr.  GUTKNECHT.  But  Mr.  Watkins'  secretary  indicated  that  that 
was  correct;  isn't  that  correct? 

Mr,  Podesta.  You  have  to  tell  me  who  you're  referring  to. 

Mr.  GUTKNECHT.  Well,  in  the  aftermath  of  the  firings,  David 
Watkins  stopped  Cornelius  outside  the  press  office  and  told  her, 
and  I  quote.  You  never  saw  me  read  that  memo,  close  quote.  And 
I  quote,  You  guys  did  this  on  your  own,  right?,  close  quote 

Watkins  told  Cerda,  "I  put  it  in  the  file;  I  never  looked  at  it,"  and 
that  it  was  a  low  priority.  Both  Cerda  and  Cornelius  told  the  White 
House  interviewers  that  Watkins'  secretary  told  them  that  he  took 
the  memo  home  the  night  after  receiving  it  and  he  discussed  the 
contents  of  the  memo  with  them  the  following  day. 

Mr.  Podesta.  I  think  that's  an  overcharacterization  of  what  they 
said  to  us. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 
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Mr.  GUTKNECHT.  Well,  Mr.  Chairman,  I  would  like  to  submit  for 
the  record  some  notes  and  documentation  about  the  Cornelius  and 
Cerda  interviews. 

Mr.  Clinger.  Without  objection,  so  ordered. 

[The  information  referred  to  follows:] 
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Meeting  with  Cerda 

AGO 


Todd  begins  the  meeting  by  telling  Cerda  that  her  interview  is 
part  of  a  management  review  of  the  office. 

Campaign: 

During  the  campaign,  Cerda  was  a  budget  officer  reporting  to 
David  Buxbauffi  (Buxbaum  reported  to  David  Watkins) .   Her  role  was 
to  collect  reimbursements  from  the  press  and  secret  service 
traveling  on  campaign  chaorters.   Other  officers  included  Matt 
Moore,  Catherine  Cornelius,  Peter  Segal  and  Birnbaun  (?) .   She 
believes  that  Air  Advamtage  was  the  charter  broker  for  the 
campaign— 

o    When  did  you  meet/deal  with  Darnell? 

She  first  met  Darnell  (and  Penny  Saunple)  two  nights  after 
election  night.   She  dealt  with  him  by  phone  on  many 
occasions  diuring  the  campaign  (she  handled  billing  for 
charters  —  Deimell  would  fax  her  charter  costs  —  she  would 
also  deal  with  Worldwide  Travel  on  billing  to  the  media) . 

o    Any  dealings  with  Harry  Thomason  (HT)? 

She  knew  through  Buxbaum  that  HT  was  a  friend  of  Darnell, 
but  didn't  know  him  personally. 

Transition: 

During  the  tr.insition,  Cerda  handled  contracts,  manifests  and 
billing  for  press  travel.   Watkins  then  asked  her  to  work  with 
Peter  Segal  on  overall  budget  issues  for  the  transition  office  in 
Washington.   Her  ultimate  job  goal  at  the  time  was  to  work  in  the 
office  of  the  legal  advisor  at  the  State  Department. 

In  early  January  David  brought  Cerda  with  him  to  the  White  House. 
He  asked  her  to  msike  a  6-month  commitment. 

On  January  20,  she  began  working  in  the  Office  of  Administration, 
handling  general  administrative  needs  (access  badges,  visitors, 
tours,  etc.) 
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Involvement  in  the  Travel  Office: 

Two  weeks  after  she  began  in  the  White  House,  Cerda  met  with 
Billy  Dale.   Dale  invites  Cerda  to  drop  by  the  travel  office  to 
learn  about  the  office.   Dale  characterizes  himself  as  Cerda 's 
counterpart  on  the  Bush  campaign.   At  the  meeting  they  compared 
specifics  on  how  Dale's  system  worked  vs.  Cerda's  (for  example, 
it  was  noted  that  the  WH  travel  office  used  two  planes  whereas 
Cerda  would  often  manage  six  at  one  time) .   Cerda  also  realized 
that  bale's  office  did  not  handle  staff  travel.   Her  impressions 
from  the  meeting  were  that  1)  there  were  too  mzmy  people  in  the 
office,  2)  billing  was  estimated,  3)  questions  regarding  record- 
keeping for  possible  audit  purposes  (Dale  said  the  office  kept 
records,  but  they  "were  locked  away  somewhere"),  4)  they  didn't 
use  credit  cards,  5)  no  contraots  with  press  organizations. 

Cerda  may  have  discussed  her  impressions  (specifically  that  there 
were,  too  memy  people  in  the  office)  to  David  Watkins  and   CC 
(note:  she  was  very  unclear  about  this)  .   She  also  met  with 
Isabelle  Tapia  on  the  need  for  staff  travel  coordination 
(Isabelle  repoxrtedly  .complained  on  several  occasions  eUt>out  the 
lack  of  staff  travel  help  from  the  office,  and  reported  that  Dale 
responded  to  her  inquiries  saying  staff  travel  was  not  their 
job) . 

Februcoy  15  memorandum: 

Cerda  recalls  that  beginning  in  Februaury,  j)avid^aOcin&^_ 

wag    gr>lifi-Hng   mfmna.   f>n    va>-ir>iig    Whit-A    HOUS^^Unctl'^Sf^^aBa  WayS 

'they -could  be;  IkpcovSi-ts-9-» »  computer  and  phone  systems, 
personnel) .   David  asked  Matt  Moore  to  draft  a  memo  on  the  travel 
office.   Matt  then  approached  Cerda  and  CC  to  get  their  ideas  and 
answer  questions  he  had. 

Cerda  recalls  that  there  was  tension  with  David  over  the  division 
of  responsibilities  in  the  office  (David  was  giving  "substantive" 
responsibilities  to  Moore,  Segal,  Toback  and  asked  Cerda  and  CC 
to  answer  phones) .   CC  and  Cerda  approached  him  regarding  their 
dissatisfaction,  particularly  on  assigning  Moore  to  draft 
recommendations  on  the  travel  office  (CC  and  Cerda.  worked  on 
travel  during  the  campaign) .   Watkins  responded  by  saying  if  they 
thought  they  had  better  ideas,  they  could  submit  their  own 
proposal.   So  they  did. 

With  respect  to  the  proposal  itself,  Cerda  says  the  main  thrust 
of  their  report  is  that  the  office  include  staff  travel  support. 
On  the  "overly  pro-press"  comment  in  the  report,  Cerda  says  they 
tried  to  highlight  the  fact  that  the  office  did  not  have  a  staff 
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travel  component.   She  also  says  CC  had  more  hands-on 
responsibility  for  writing  the  report.   Additionally,  they  didn't 
speak  with  anyone  about  the  report  (except  to  mention  to  Janet 
Green  that  they  were  writing  one)  . 

On  February  15  (President's  Day),  she  remembers  the  President 
dropping  by  the  office  in  the  morning,-  and  once  in  the  evening  as 
she's  meJcing  a  copy  of,  the  completed^eport.  ^f  or  Hatkihs  (she 
remembers  being  startled  by  him).   '-.-•-— -v.:  v,v-;vv*{-r.vv,-^-:=--.  r-;..- 

On  the  evening  of  the  15th,  Cerda  mzdces  three  (3)  copies  of  the 
memorandum,  one  to  the  file,  one  was  placed  on  David's  chair,  the 
other  kept  by  Cerda.   The  following  morning  (16th),  Watkins 
comments  that  he  found  the  memo  on  his  chair.   The  next  day 
(17th)  Jean  Carlton  (sp?)  ,,tells.,Cer<te^that.  Dayid  had.^taken  the.„ 
memo  .home;_  to^^reatd^.tiiejaighL^befuie^  '  Tliat^  day,  Cerda*  claims  David 
'asks^'  her" what'  justif icatibn  they '^(Cerda  and  CC)  had  in 
recommending  two  co-directors  for  the  travel  office,  claiming  it 
would  never  work.   The  following  day,  Cerda  mentions  a  Business 
Week  article  on  the  efficacy  of  multi-purposed  mamagement,  to  - 
which  David  did  not  respond.  (The  inference  here  is  that  David  ... 
Watkins  read  the  2/15  memo). 

(She  notes  that  she  was  also  pursuing  a  job  in  the  counsel's   .-y'- 
office  at  the  time  —  that  Harold  Ickes  and  Meuria  Eschavesteis  }': 
were  helping  her). 

Cerda  claims  to  have  heard  complaints  about  the  travel  office 
from  "young  staff  in  the  press  office,"  but  didn't  provide-names. 

Report  Recommendations? 

Cerda  believes  her  proposal  would  have  reduced  two  positions  from 
the  travel  office  emd  saved  substantial  money  (salaries).  On 
using  Worldwide  Travel,  Cerda  said  she  was  giving  her  proposed 
model,  and  knew  that  WWT  could  handle  both  the  press  and  staff 
travel  components.   She  viewed  her  report  as  "merely 
recommendations."   Her  proposal  also  included  merging  of 
positions  from  the  advance  office. 

o    When  did  you  hear  about  possible  improprieties  in  the 
advance  office? 

Cerda  says  mid-April,  when  David  sent  CC  over  to  the  travel 
office.   According  to  Cerda,  David  asked  CC  to  find  out  what 
was  happening  over  there,  and  prepare  another  memorauidum  by 
May  15.   David  told  CC  that  a  source  said,  "those  guy's  are 
crooks,  and  have  been  on  the  take  for  years."    She  also 
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asserts  that  Watkins  checks-in  with  CC  periodically 
inquiring  "have  you  found  anything  yet."    Cerda  also 
recalls  finding  out  that  travel  office  employees  would 
sometime  work  on  four  days  a  week,  without  deducting  time 
from  their  annual  leave. 

o   •  Any  contact  with  Darnell. 

No. 
o    Any  knowledge  of  Darnell  contact  with  Dale? 

Not  prior  to  May  12. 

/ 


(Cerda  then  recounts  CC's  time  in  the  travel  office  and  events 
following.   Many  of  the  events  are  recounted  to  Cerda  by  CC, 
Watkins  and  Patsy  Tbomasson) 

Cerda  notes  that  CC  gets  moved  to  the  back  room  of  the  travel  ^ 
office.  The  travel  office  employees  maJce  racist  and  sexist    ' 
comments.   On  one  occasion.  Dale  asks  CC  sarcastically  "did  you 
sleep  well?"   CC  feels  that  travel  office  employees  are 
suspicious  and  hostile. 

Prior  to  that  weekend  (May  7)  Cerda  reports  that  David  Watkins 

met  with  Harry  Thomason  (HT)  .  Cerda  sees  Darnell  and  HT  in  the 

West  Wing  that  day.   CC  calls  Cerda  that  day  telling  her  that 

Watkins  wants  CC  to  meet  with  HT  to  share  information  on  the 

travel  office  (she  notes  that  CC  had  not  met  HT  previously) . 

While  on  the  Chicago  trip  with  the  President,  CC  gets  paged  by 
the  travel  office,  who  tell  her  that  she  has  received  a  call  from 
Ann  Blackmun  of  Time  Magazine.   CC  finds  out  that  Ann  wants  to  do 
a  story  on  the  fact  that  she's  the  President's  cousin.   CC  phones 
Cerda  from  Chicago  (in  a  panic);  Cerda  looks  up  the  nepotism 
statute  and  informs  CC  that  she  has  no  problems.   (note:  Cerda 
believes  that  Billy  Dale  tried  to  frame  CC.   She  notes  the  travel 
office  said  they  could  not  reach  CC  when  HT  called  for  her  —  the 
same  day  they  paged  her  regarding  Ann  Blackmun's  call.   In 
addition,  CC  picked  up  a  phone  call  from  Ann  Blackmun  for  Billy 
Dale  after  the  incident.) 

Cerda  says  CC  met  with  HT  on  May  12.   CC  recounts  to  Cerda  that 
she  shared  her  file  with  HT,  and  indicated  that  cash  seemed  to  be 
missing.   (Bobby  Ferguson,  who  works  with  HT  also  recalled  this 
meeting  to  Cerda) .   Cerda  also  drives  CC  home  to  retrieve  her 
file  and  present  it  to  Kennedy.    |?FBl|l|''TF''y 
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On  May  13,  Jennifer  O'Connor  stays  with  Cerda  and  CC  at  their 
home  all  night.  Jennifer  informs  them  that  Peat  Marwick  will 
audit  the  travel  office  the  next  day.  Cerda  gets  no  official 
indication  whether  the  travel  office  employees  will  be  fired. 

Jennifer  also  wants  CC  or  Cerda  to  attend  a  Friday  am  meeting 
with  Peat  Marwick,  because  Patsy  and  Jennifer  have  little 
background  on  the  office,  and  have  been  asked  by  David  to  brief 
the  auditors  (and  David  has  left  town).   CC  says  she  hasn't  been 
invited  and  shouldn't  attend.   Cerda  says  she  doesn't  want  to  get 
involved  any  further. 

On  May  14,  Cerda  speaks  briefly  with  Lariy  Herman  (on  general 
issues  of  press  travel)  while  having  lunch  with  Jennifer. 

o    When  were  you  told  that  employees  would  be  fired? 

Maybe  two  hours  beforehand. 

o    Do  you  know  of  amyone  who  pushed  for  the  employees  to  be 
fired  quickly? 

Cerda  said  she  heard  conversations  regarding  implications  of 
the  firings.   Says  CC  was  concerned  at  how  the  firings  would 
happen.   CC  was  concerned  about  being  in  the  travel  office, 
cind  Dale  was  making  strange  comments  to  her. 


On  Wednesday  (May  19) ,  Cerda  is  toid  by  Jennifer  O'Connor^  of  an 
iuicomfortad>le  conversation  Brian  Foucart  has  with  Billy  Dale. 
Watkins  asks  Foucart  to  go  to  the  travel  office's  bank;  Dale 
accompanies  him  (you  should  note  that  Dale  and  the  employees  have 
already  been  fired).   In  the  car.  Dale  reportedly  tells  Foucart 
"if  you  guys  weuit  to  play  hardball  with  me,  I'll  play  hardball 
with  you,"  whereupon  Dale  shows  Foucart  a  copy  of  the  Feb.  15 
memo.   Dale  threatens  to  leak   the  memo  to  the  press.   (this  was 
prior  to  the  FBI  investigation  of  the  office,  and  allegedly  Dale 
is  responding  to  that  likelihood) . 

On  May  20,  Cerda  and  CC  are  paged  by  Patsy  Thomasson  (Cerda 
doesn't  connect  with  Patsy  but  CC  does).  ^CC  „tel^ls^.Cerda^j,tha.t 
Patsy  called  to  make  sure  that . they  state  (iiTany  public, 
comments)  that  David  Watkins  didn't  read  the  Feb.  il 5  memorandum, 
(the  story,  is  fairly  hot  in  the  press  at  this  point )Vj^CC,is^ed 
to  believe  that  not  telling  that  David  read  thp^JBenjO^Sjnrpart^^of--* 
the  press  strategy."   (note:  Cerda  believ^s-fie  read  the  ">emo). 
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On  May  21,  Cerda  is  called  into  Dee  Dee  Myer's  office.   Outside 
her  office,  she  recalls  that  she's  approached  by  David  Watkins 
who  states,  "you  never,  saw  ne  read  the  memo,"  and  "you  guy's  did 
this  on  your  o%in,  right."  Cerda  responds  to  David  saying  he 
suggested  they  develop  a  counter-proposal  to  Moore's  travel 
office  memo.   When  David  2md  Cerda  meet  with  Dee  Dee,  David  tells 
Dee  Dee  (falsely  in  Cerda's  eyes)  that  Cerda  can  verify  his 
story. 


End  of  Notes 
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Mr.  PoDESTA.  May  I  answer  the  question,  Mr.  dinger? 

Mr.  Clinger.  The  gentleman  may  proceed. 

Mr.  PoDESTA.  One  of  the  problems  I  think  we  found  in  the  con- 
duct of  the  Travel  Office  was  that  Ms.  Cornelius  and — was  forth- 
coming with  facts,  would  tell  us  what  she  knew,  when  she  knew 
it,  et  cetera.  But  sometimes  she  and  sometimes  Ms.  Cerda  would 
jump  to  conclusions  that  we  didn't  find  the  basis.  And  I  think  that 
this  is  an  example  of  that. 

They — ^Mr.  Watkins  asked  her.  Did  you  ever  know  a  two-headed 
operation  to  run  right?  I  believe  he  must  have  said  that  to  them, 
because  they  told  us  that.  But  I  didn't  draw  the  conclusion  that  Mr. 
Watkins  therefore  had  studied  this  memo. 

Mr.  Clinger.  All  right.  The  gentleman's  time  has  expired. 

Does  the  gentleman  from  Texas  seek  to  claim  his  time  now? 

Mr.  Green.  Yes,  Mr.  Chairman. 

Mr.  Clinger.  The  gentleman  is  recognized  for  5  minutes. 

Mr.  Green.  Thank  you,  Mr.  Chairman. 

My  colleague  earlier,  Mr.  Mica,  mentioned  in  his  opening  that  he 
wanted — ^he  thought  that  the  Democrats,  the  minority  was  trying 
to  discredit  the  hearing.  I  think  that's  far  from  the  truth.  What  we 
want  to  to  is  be  able  to  look  at  a  broad-based  hearing  to  make  sure 
that  we  can  see  not  only  what  happened  in  1993,  what's  happened 
since  then,  and  what  has  happened  before. 

Let  me  ask  our  witnesses,  and  I'm  just  going  to  read  a  statement 
from  each  of  them  and  ask  them  if  it's  correct.  Mr.  Shaheen,  on 
page  4  of  your  statement,  you  say  the  agents — and  again  you're 
with  the  OPR,  the  Department  of  Justice,  and  obviously  talking 
about  the  FBI  here.  The  last  four  lines: 

The  agents  did  not  interpret  Mr.  Kennedy's  statements  as  threats  or  attempts  by 
him  to  pressure  them  to  respond  to  the  situation  in  an  inappropriate  manner  or  in 
any  way  inconsistent  with  normal  procedures.  In  fact,  the  FBI  did  not. 

Obviously  that's  your  testimony  you  gave  today.  There  was  no  in- 
volvement from  the  White  House,  there  may  have  been  some  ap- 
pearances, that  was  concerned,  but  the  FBI  did  not  feel  like  that 
there  was  any  inappropriate  manner  and  they  did  not  take  that. 
Is  that  correct? 

Mr.  Shaheen.  That's  correct,  yes,  sir. 

Mr.  Green.  OK,  thank  you. 

On  the — Mr.  Bell,  the  Chief  Inspector  for  the  IRS,  on  page  4  of 
your  statement,  at  the  top,  you  say,  reported  investigations  and 
conclusion;  and  you're  the  Chief  Inspector  for  the  IRS,  and  it's  nice 
to  be  on  this  side  asking  questions  of  the  IRS  instead  of  on  the 
other  side  so  often.  The  inspection  service  investigators  conclude 
there  was  no  evidence  of  any  attempts  by  anyone  outside  the  IRS 
to  influence  the  course  of  the  matter.  There  was  no  evidence  of  any 
improper  or  irregular  actions  on  the  part  of  any  IRS  employee;  and 
all  actions  taken  in  the  course  in  this  matter  were  in  the  context 
of  the  respective  employees'  official  duties.  Again,  this  is  your 
statement  that  you  provided  today.  There  was  no  effort  by  the 
White  House  to  ask  the  IRS  to  do  something  that  they  shouldn't 
be  doing  in  their  investigation;  is  that  correct? 

Mr.  Bell.  That  is  correct,  Mr.  Green.  There  was  no  evidence  of 
any  attempts  by  anyone  outside  the  IRS  to  influence. 
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Mr.  Green.  OK  Now,  to  the  GAO  and  Ms.  Kingsbury,  in  your — 
on  page  5  of  your  statement,  the  results  of  your  work,  you  talk 
about  on  September  15  you  were  asked  to  revisit  the  White  House 
Travel  Office  financial  operations  to  make  a  further  assessment  of 
these  operations  comparison  to  the  29  criteria  that  vou  identified. 
And  you  state  that  26  of  29  of  those  criteria  have  been  complied 
with  and  the  other  three  are  things  that  are  long  term  that  they're 
addressing.  Is  that  correct? 

Ms.  Kingsbury.  The  other  things  are  things  they're  aware  of, 
and  tJiere  are  some  difficulties  in  addressing  them,  at  least  in  the 
case  of  two  of  them.  Reconciling  your  bank  accounts  is  something 
you  could  do  every  month  if  you  wanted  to. 

Mr.  Green.  Yeah,  but  you  think — is  the  White  House  making  an 
effort?  That's  one  of  those 

Ms.  Kingsbury.  They  told  us  that  they  recognized  the  problems. 

Mr.  Green.  OK.  Let  me,  each  of  you,  and  again  I  know  you've 
been  called  here,  you've  been  under  questioning,  having  even  more 
questioning,  but  it  seems  like  the  effort  was  to  show  that,  you 
know,  within  5  months  of  the  Clinton  administration,  they  actually 
fired  a  person  who  is  in  2  days  going  to  go  to  trial  on  a  felony  in- 
dictment. And  now  two-and-a-half  years  later,  we're  looking  at  it 
and  sa)ang,  well,  we  want  to  know  if  there  was  any  evidence  of  any 
impropriety  from  the  White  House. 

Obviously,  the  GAO,  you  said  26  of  the  29  recommendations 
you've  made  they've  complied  with.  The  IRS  and  the  Department 
of  Justice  and  the  FBI  have  shown  from  the  testimony  today  that 
there  was  no  improprieties. 

Mr.  Chairman,  I  m  glad  to  have  this  hearing.  I  would  hope  we 
could  broaden  it  and  ask  to  find  out  why  the  GAO  in  1988  actually 
maybe  had  two  investigators  that  set  there  with  the  person  who  is 
now  under  indictment  and  may  have  caused  someone  to  lose  their 
job  because  of  that.  And  I  would  hope  we  could  expand  our  commit- 
tee to  that  jurisdiction  to  that — or  hearing. 

With  that,  I'd  like  to  provide  the  rest  of  my  time — ^yield  the  rest 
of  my  time  to  Mr.  Kanjorski. 

Mr.  Kanjorski.  Thank  vou  very  much,  Mr.  Green. 

Ms.  Kingsbury,  I  was  about  to  ask  you  the  question  after  Mr.  Po- 
desta,  when  I  broke  off  my  last  examination,  this  anonymous  letter 
that  was  received  by  GAO,  as  I  understand  it,  was  referred  to  the 
office,  the  Counsel  of  the  President's  staff  of  the  White  House  and 
the  inquiries  were  handled  there  and  Mr.  Saunders  from  the  secu- 
rity staff  made  inquiries  of  Mr.  Dale  and  others  in  regard  to  it.  Is 
that  correct? 

Ms.  Kingsbury.  We  referred  it  to  the  legal  counsel's  office.  We 
had  a  meeting  with  them  to  discuss  it.  We  do  not  have  any  infor- 
mation about  what  happened  after  that,  other  than  the  text  of  the 
report. 

Mr.  Kanjorski.  I  see.  You  don't  have  a  follow-up  procedure?  If 
somebody  alleges  impropriety,  illegality  and  criminal  activity  to  the 
GAO,  you  just  send  it  over  to  the  White  House  and  it  dies  there? 

Ms.  Kingsbury.  We  ask  agencies  to  inform  us  what  they  have 
done  with  matters  that  we  refer  to  the  IG's  or  whatever.  We  do  not 
have  what  I  would  call  an  aggressive  follow-up  to  make  sure  every- 
thing gets  done  every  time. 
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Mr.  KANJORSia.  Are  vou  aware  that  the  Post  Office  and  Civil 
Service  Committee  of  tne  Congress  did  make  an  investigation  of 
the  Travel  Office  and  travel  arrangements  of  the  Executive  Office 
back  in  1991  and  1992? 

Ms.  Kingsbury.  I  am  aware  of  it  in  vague  memory,  yes,  sir. 

Mr.  Kanjorski.  Are  you  aware  that  we  were  assigned  some  de- 
tail from  the  General  Accounting  Office  to  help  us  through  their 
previously  frustrated  audit,  to  help  us  and  give  us  assistance  on 
anv  information  thev  were  unable  to  obtain  Uiat  we  could  obtain? 

Ms.  Kingsbury.  I  ve — I  think  I  don't  have  any  current  memory 
of  that,  although  it  would  not  surprise  me  at  all. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

The  gentleman  from  Indiana,  Mr.  Souder,  is  recognized  for  5 
minutes. 

Mr.  Souder.  Mr.  Shaheen,  I  want  to  return  to  some  questions 
of  Mr.  SchifT,  and  I  apologize  for  my  voice.  I  was  at  the  Notre 
Dame-USC  game  and  yelling  as  loud  as  I  could  for  Notre  Dame, 
and  I  only  have  part  of  my  voice  back. 

When  the  White  House  turned  over  Mr.  Foster's  note,  thev  also 
said  that  Mr.  Nussbaum  said  that  he  thought  it  might  shed  lig^it 
on  Mr.  Foster's  state  of  mind  at  the  time  of  his  suicide.  Yet  the 
same  standard  doesn't  seem  to  be  applied  to  the  Travel  Office  file, 
and  that  one  of  the  concerns  is  that  if  it  was  considered  significant 
enough  to  potentially  contribute  to  Mr.  Foster^s  death,  doesn't  it 
seem  that  the  file  might  have  helped  in  your  investigation  as  to 
what  Mr.  Foster  meant  in  his  note? 

Mr.  Shaheen.  Without  any  doubt,  it  would  have  been  of  cpreat  as- 
sistance in  reaching  our  conclusion  as  to  why  we  believed  ne  killed 
himself,  which  we  believe  he  did,  in  a  much  more  unequivocal  man- 
ner. 

Mr.  Souder.  I  also  want  to  ask  Ms.  Kingsbury,  my  understand- 
ing is  that  you  sought  the  documents  about  the  Travel  Office  from 
Mr.  Foster^s  files;  is  that  true? 

Ms.  Kingsbury.  Dunne  the  course  of  our  iob,  we  made  several 
inquiries  about  whether  were  were  files  in  Mr.  Foster's  office  that 
mentioned  the  Travel  Office.  And  we  were  repeatedly  told  there 
were  not 

Mr.  Souder.  And  didn't  Pats^  Thomasson  tell  you  in  her  inter- 
view that  she  didn't  see  anything  related  to  the  Travel  Office  on 
Mr.  Foster's  desk? 

Ms.  Kingsbury.  Fd  have  to  double-check  the  interview,  whether 
that  was  in  the  interview.  We  submitted  a  question  to  her  in  writ- 
ing on  that  matter,  and  she  responded  in  writing  that,  to  her 
knowledge,  there  was  not  any  information. 

Mr.  Souder.  On  the  desk? 

Ms.  Kingsbury.  I  don't  remember  a  reference  to  the  desk,  but  I 
can  check  that. 

Mr.  Souder.  And  the  core  question  comes  is  that  it  came  out 
later  that  it  was  under  the  desk.  Is  this  a  typical  problem  that  you 
face  in  examining  government  officials,  tliat  you  have  to  ask  them 
whether  it  was  on  or  under  or  in  a  file  or  in  some  type  of  chair 
or  in  their  shoes  or  in  their  hat;  or  is  it  that  literal  when  you're 
interviewing  somebody,  that  if  you  say,  I  want  the  file  on  the  desk, 
the^re  nonresponsive  because  it  was  under  the  desk? 


541 

Ms.  Kingsbury.  It  is  not  normally  our  experience  that  we  have 
to  be  compulsively  precise  in  order  to  get  documents,  no. 

Mr.  PODESTA.  Mr.  Chairman,  that's  not  a  fair  characterization  of 
Ms.  Thomasson.  The  question  was  whether  she  saw  the  file,  and 
when  she  responded  that  she  did  not  see  the  file,  it  wasn't — and 
I  don't  think  she  was  drawing  a  distinction  between  on  top  of  the 
desk  or  under  the  desk.  I'll  let  her  speak  for  herself,  but  I  just  don't 
think  that's  fair. 

Mr.  Clinger.  I  think  we  should  let  her  speak  for  herself. 

Mr.  SouDER.  Yes,  we're  looking  toward  to  the  opportunity,  and 
we  wish  today  we  could  have  had  some  people  who  repeatedly  have 
not  allowed  the  committee  to  have  access  to  them.  Mr.  Bennett's 
protected  some  of  his  clients,  and  I  hope  that  we  can  get  into  that. 

If  I  could  ask  some  more  follow-up  questions  of  Ms.  Kingsbury, 
isn't  it  true,  we  heard  Mr.  Green  refer  to  your  report,  but  in  the 
written  report,  which  you  summarized,  you  said  that  some  of  the 
key  individuals  with  whom  you  wished  to  speak,  refused  to  speak 
to  you  at  all. 

You  said  that  you  had  concerns  about  whether  our  interviews 
were  influenced  by  earlier  events.  Fortunatelv,  it  is  a  practice  that 
does  not  routinely  occur  in  our  work.  You  said  in  your  written  testi- 
mony that  it  was  limited  to  some  extent  by  our  ability  to  fully 
evaluate  the  operations  of  the  Travel  Office  or  to  fully  resolve  some 
of  the  issues  we  sought  to  address. 

You  said  also  that  it  would  be  difficult  indeed  to  provide  Con- 
gress in  a  timely  manner  with  the  information  it  needs  to  carry 
out,  if  you  were  put  under  these  kind  of  constraints. 

For  example,  aid  you  not  try  to  get  information  on  the  document 
that  had  the  question  of  how  Mr.  Thomason  was — what  business 
he  was  doing  at  the  White  House  and  how  he  was  employed,  and 
did  you  get  any  information  on  Mr.  Thomason? 

Ms.  iSngsbury.  We  asked — I  don't  know  the  exact  number — 
probably  10  or  12  people  at  the  White  House  for  information  about 
what  Mr.  Thomason  was  doing,  up  to  and  including  the  Chief  of 
Staff.  Toward  the  end  of  the  iob,  we  were  finally  provided  some  in- 
formation, which  is  includea  in  our  report,  about  what  he  was 
doing,  but  that's  all.  And  we  did  repeatedly  ask  about  it.  And  if 
press  reports  and  statements  that  have  been  made  this  morning 
are  correct,  we  didn't  get  all  the  information  that  was  available. 

Mr.  Souder.  Does  that  concern  you?  Is  that  t3T)ical,  that  when 
you  request  that  type  of  information,  that  it's  that  hard  to  get  it? 
We've  heard  the  chronology,  we  hear  all  the  excuses  about  the  past 
abuses  in  the  office,  yet  it's  clear  that  right  after  the  election  there 
was  a  discussion  about  changing  the  White  House  Travel  Office. 

There's  a  White  House  project  paper  that  Mr.  Podesta  said  he  be- 
lieves was  the  same  thing  that  Mr.  Eller  erased,  but  he  didn't  say 
he  was  sure,  but  he  apparently  went  on  that  belief,  that  the  project 
paper  suggests  that  people  should  be  brought  under  501(c)3's  to,  in 
effect,  do  what  they  wish  inside  the  office  to  supplement  the  work 
of  the  Congress. 

Is  that  type  of  thing  traditionally  not  supplied  in  a  GAO  audit? 
Is  it  this  hard  when  you  go  in  to  try  to  get  this  kind  of  information? 

Ms.  Kingsbury.  As  I  said  in  my  statement,  sir,  in  most  agencies 
and  under  most  circumstances,  we  get  good  cooperation  ana  some- 


542 

times  literally  are  permitted  to  go  through  filing  cabinets.  That  was 
not  the  case  nere. 

You  have  made  reference  in  that  introduction  to  a  number  of  doc- 
uments that  I'm  not — that  we  have  not  actually  seen  and  that  I 
don't  know  about,  so  I  can't  comment  about  those.  But  it  is — it  is 
strictly  true  that  in  most  of  our  work  it  is  not  as  difficult  as  it 
proved  to  be  on  this  occasion. 

Mr.  SOUDER.  Thank  you. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

The  gentleman  from  Pennsylvania  is  recognized. 

Mr.  Kanjorski.  Mr.  Chairman,  I  yield  my  5  minutes  to  Mr.  Wax- 
man  from  California. 

Mr.  Clinger.  The  gentleman  from  California  is  recognized  for  5 
minutes. 

Mr.  Waxman.  Thank  you  very  much,  Mr.  Kanjorski. 

Mr.  Chairman,  let  me  put  some  things  into  perspective,  because 
I  think  there's  more  going  on  in  this  hearing  than  might  meet  the 
eye. 

We  have  a  fact  that  the  Bush  administration,  Reagan  adminis- 
tration, had  a  Travel  Office,  and  people  in  that  Travel  Office,  ac- 
cording to  a  Peat  Marwick  evaluation,  were  pretty  poorly  handling 
their  responsibilities.  It  got  to  the  point  where  the  head  of  that 
Travel  Office  has  already  now  been  indicted  for  embezzling. 

Second,  the  Clinton  administration  came  in  and  responding  to 
these  problems  at  the  Travel  Office,  poorly  handled  the  removal  of 
the  people  working  there.  They  were  insensitive,  clearly,  and  they 
have  apologized. 

Third  fact,  the  chairman  of  this  committee  wanted  a  hearing  in 
the  last  Congress  on  this  issue.  He  thought  it  was  an  important 
issue  to  explore.  I  think  that  it's  appropriate  to  explore  this  matter, 
and  it  was  inappropriate  not  to  have  that  hearing.  But  nobody 
asked  me,  then  or  now,  about  the  hearings. 

There  were  hearings  attempted  by  another  committee  of  the  Con- 
gress when  the  Democrats  controlled  this  institution,  about  the  po- 
litical use  of  the  White  House  Travel  Office  by  Bush  and  Reagan; 
and  when  Mr.  Kanjorski  was  chairman  of  that  subcommittee  and 
tried  to  hold  hearings,  he  was  frustrated  by  the  Republican  White 
House  in  conducting  that  hearing.  Wrong  for  them  to  do. 

But  now  we  have  this  very  strange  situation  of  a  hearing  being 
held  by  this  committee  where  the  locus  is  being  narrowed.  Mem- 
bers want  to  inquire  about  the  Bush  and  Reagan  Travel  Office,  and 
the  chairman  said.  Well,  we're  not  permitted  to  go  into  those  ques- 
tions. It  seems  to  me  that  what  we  have  is  the  scope  of  this  inves- 
tigation deliberately  being  designed  to  embarrass  the  President, 
not  to  learn  the  truth  about  the  Travel  Office. 

Perhaps  it's  payback  time.  But  that's  really  not  a  very  noble  goal 
for  this  committee,  to  try  to  go  tit  for  tat  on  a  political  basis. 

What  we  ought  to  be 

Mr.  Clinger.  Will  the  gentleman  yield? 

Mr.  Waxman.  No,  What  we  ought  to  be  doing  is  trying  to  find 
out  the  truth.  Members  ought  not  to  be  muzzled  in  inquiring  about 
matters  that,  I  believe,  are  relevant. 

The  next  thin^j  that's  very  peculiar  about  this  hearing:  The  guy 
who  was  the  chief  advisor  to  this  committee  used  to  work  at  the 
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Bush  White  House.  What  did  he  do  at  the  Bush  White  House?  He 
was  in  charge  apparently  of  looking  at  accounting  within  the  White 
House  operation;  and  it  appears  from  testimony  that  was  taken  by 
another  committee,  that  under  the  jurisdiction  of  that  fellow — who 
was  Chief  Counsel  of  this  committee — was  the  Travel  Office. 

Now,  that  just  seems  to  me  a  very  disturbing  appearance  of  a 
conflict  of  interest.  If  this  committee's  chief  investigator  was  re- 
sponsible for  accounting  in  the  White  House  Travel  Office,  that 
ought  to  make  him  a  material  witness  at  our  hearing,  not  an  inde- 
pendent investigator  for  a  committee  of  the  Congress. 

The  next  point  I  want  to  raise,  the  Attorney  General  of  the  Unit- 
ed States  wrote  to  the  chairman  of  this  committee  and  said.  Don't 
hold  this  hearing  right  now;  Mr.  Dale  is  going  to  go  to  trial  on  em- 
bezzlement. This  may  confuse  the  jury  evaluation  of  the  case.  In- 
stead, we're  going  forward  with  it;  nevertheless,  it  seems  to  me  in- 
appropriate. 

And  then  third,  Mr.  Chairman,  I  have  letters  and  I  want  to  put 
these  in  the  record.  You  wrote  to  the  Honorable  Jamie  Gorelick,  At- 
torney General,  Department  of  Justice,  and  you  said,  in  the  course 
of  reviewing  documents  to  prepare  for  the  committee's  October  24, 
1995  hearing  on  the  White  House  Travel  Office  matter,  the  com- 
mittee's Chief  Investigative  Counsel  brought  several  documents  to 
my  attention  tiiat  appeared  to  contain  material  subject  to  Brady  v. 
Maryland. 

Now,  our  committee  got  boxes  of  documents.  I'm  sure  Mr.  Dale's 
attorneys  got  boxes  of  documents.  I  don't  know  how  your  chief  in- 
vestigator would  know  that  Mr.  Dale  didn't  have  a  particular  docu- 
ment. There  must  have  been  close  cooperation  between  our  inves- 
tigators and  the  m£in  who's  being  accused  of  embezzlement  for  you 
to  write  a  letter  saying,  I  want  you,  the  Attorney  General,  to  give 
to  Mr.  Dale's  attorneys  these  particular  documents,  which  we  know 
about.  How  did  you  know  they  didn't  have  it?  How  did  you  know 
they  didn't  have  this  one  sheet  that  was  attached  to  the  letter? 

And  I'm  going  to  put  this  in  the  record,  and  I'm  going  to  distrib- 
ute it  to  the  press.  I  think  they  ought  to  see  this,  a  letter  written 
by  the  chairman  of  this  committee  telling  the  Justice  Department 
they  are  not  gfiving  a  defendant  in  an  embezzlement  case  docu- 
ments. I  find  that  this  close  contact  between  our  staff  and  Mr. 
Dale's  attorneys  to  be  very,  very  peculiar.  I  hope  we're  not  actually 
having  our  committee  intervene  in  a  criminal  trial. 

And,  Mr.  Chairman,  I'd  like  to  yield  to  you,  because  I  find  it 
highly  irregular;  and  frankly,  I'm  very  disappointed  in  how  this  in- 
quiry is  being  conducted. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

Mr.  Waxman.  I  would  like  to  yield. 

Mr.  Clinger.  And  in  response,  let  me  say  that  the  letter  to  Dep- 
uty Attorney  General  Gorelick  was  done  in — very  confidentially. 
You  have  now  made  it  a  matter  of  public  record.  The  intention  of 
that  was  to  suggest  that  there  might  be  information  that  was  sub- 
ject to  the  Brady  rule.  We  did  not  in  any  way  suggest  that  that 
should  be  given  or  not  given.  We  just  indicated  that  there  was  a 
potential  at  least  of  Brady  implications.  But  it  was  in  no  sense  our 
intent  to  make  that  a  matter  of  public  record. 
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I  would  suggest  to  the  gentleman  from  California  that  on  this 
side  of  the  aisle  we  have  l^en  very  scrupulously  avoiding  and  not 
involving  ourselves  in  anything  that  might  in  any  way  impede  or 
impute  or  undermine  the  prosecution  of  Mr.  Dale.  Any  implication 
in  that  regard  is  coming  from  your  side  of  the  Eiisle.  You're  the  only 
one  who  has  actually  raised  these  questions,  tried  to  enter  into  the 
record  material  that  might  be  damaging  to  Mr.  Dale. 

I  don't  think  Uiat  we  should  have  material  at  this  hearing  either 
damaging  or  exculpatoiy  of  Mr.  Dale. 

Mr.  Waxman.  Can  I  inquire  of  the  chairman,  did  your  committee 
staff  have  contact  with  Mr.  Dale's  attorneys?  And  if  they  didn't, 
how  do  they  know  that  Mr.  Dale's  attorneys  did  not  have  that  par- 
ticular document  which  evidently  came  to  you  in  boxes  of  other  doc- 
uments? 

Mr.  Clinger.  My  staff  was  not  aware  of  whether  they  had  it  or 
did  not  have  it.  We  had  no  contact  with  them  on  this  matter. 

Mr.  Waxman.  You  had  no  contact — ^your  staff  has  had  no  contact 
with  Mr.  Dale  or  his  attorneys;  is  that  your  statement? 

Mr.  Clinger.  On  this  matter,  no.  You  know  we've  had  contact 
with — ^not  with  Mr.  Dale. 

Mr.  Waxman.  What  does  that  mean,  "this  matter"?  That  sounds 
like  the  kind  of  thing  you  say  when  you're  trying  to  obfuscate. 

On  what  matters  nave  you  had  contact  with  Mr.  Dale? 

Mr.  Cll^ger.  We've  had  contact  both  with  the  prosecution  on 
this  matter  and  on  Mr,  Dale,  primarily  to  fence  off  any  possibility 
that  we  could  in  fact  jeopardize  this  trial.  That  has  been  the  pur- 
pose of  any  contacts  which  we've  had  with  either  side  of  this  mat- 
ter. But  there  has  been  a  scrupulous  effort  to  insulate  or  fence  off, 
avoid  having  any  involvement  of  this  matter  in  that  pending 
trial — - 

Mr.  Waxman.  Mr.  Chairman,  you  wrote  a  letter  asking  that  this 
particular 

Mr.  Clinger  [continuing].  Which  you  have  now  made  public,  and 
we  had  not  intended  to  because  we  thought  it  would  in  fact  raise 
the  question  or  raise  questions  with  regard  to  the  Dale 

Mr.  Waxman.  Well,  it  raises  questions  as  to  what  you're  doing. 
Why  are  you  going  out  and  trying  to  get  documents  to  be  given  to 
a  criminal  defendant? 

I'd  like  to  know  how  many  meetings  your  staff  had,  what  those 
meetings  were  about.  It  just  seems  to  me  that  maybe  you  had  a 
proper  inquiry  where  you  thought  you  could  score  some  political 
points,  but  it  sounds  like  you've  got  an  overzealous  staff  that's  nin- 
ning  away  and  doing  very  inappropriate  things. 

Mr.  Clinger.  I  think  that  the  gentleman  has  made  his  point.  I 
would  suggest  that  the  line  of  questioning  which  he  wants  to  pur- 
sue, which  is  to  explore  evidence  or  suggestions  of  malfeasance  or 
misfeasance  in  previous  administrations,  may  well  be  the  subject 
of  a  future  hearing.  These  witnesses  are  not  competent  to  discuss 
the  matters  which  you  have  tried  to  raise  at  this  hearing. 

Mr.  Waxman.  But  you  and  your  staff  are  competent  to  answer 
the  questions  of  perhaps  malfeasance 

Mr.  Souder.  Regular  order,  Mr.  Chairman.  He  is  making  points 
that  are  not  point  of  order,  that  are  not  parliamentary  inquiry. 

Mr.  Cldsiger.  You're  absolutely  correct. 
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The  Chair  now  recognizes  the  gentleman  from  Pennsylvania,  Mr, 
Fox. 

Mr.  Fox.  Thank  you,  Mr.  Chairman. 

I  first  want  to  state  that  I  believe  that  this  inquiry  by  the  com- 
mittee is  not  in  any  way  payback  time  for  an5rthing,  but  actually 
a  thoughtful  discourse  on  an  issue  that's  important  to  the  commit- 
tee's efforts  to  attempt  to  find  the  truth;  and  anything  that  we  do, 
I  hope  doesn't  confuse  juries  or  anyone  else  in  the  country,  but 
frankly  gets  to  the  clarity  of  what  our  coequal  branch's  responsibil- 
ity is  to  see  how  we  could  improve  our  inquiry  into  the  executive 
branch  of  government  as  it  relates  to  our  oversight  responsibilities. 
And  in  that  connection,  I  would  ask  Mr.  Podesta  a  few  questions. 

Mr.  Podesta,  why  was  a  direct  reference  to  David  Watkins'  and 
Patsy  Thomasson's  glaring  and  complete  failure  to  provide  any 
oversight  to  the  Travel  Office  employees  prior  to  their  firings  wa- 
tered down  by  Peat  Marwick  in  the  final  Peat  Marwick  report  and 
in  your  management  review  to  apparent  oversight? 

Mr.  Podesta.  I'm  sorry.  Congressman,  you  have  to  repeat  the 
question.  Which — what  was  watered  down? 

Mr.  Fox.  OK,  111  repeat  the  question. 

Why  was  a  direct  reference  to  David  Watkins*  and  Patsy 
Thomasson's  glaring  and  complete  failure  to  provide  any  oversight 
to  the  Travel  Office  employees,  prior  to  their  firings,  watered  down 
by  the  Peat  Marwick  report,  in  the  final  report  they  had  and  in 
your  management  review,  into  no  apparent  oversight? 

Mr.  Podesta.  I'm  unaware  of  your  reference  to  the  Peat  Marwick 
review.  And  with  regard  to  the — our  report,  I  think  it  was  immate- 
rial to  our  report,  although  I  would  say  that  we  recognized  that 
and  criticized  the  way  Mr.  Watkins  handled  the  firings  of  the  seven 
employees,  based  on  cause,  especially  with  regard  to  the  five  people 
who  did  not  have  financial  control. 

So  I  don't — I  think  Mr.  Watkins  was  publicly  reprimanded,  so  I 
don't — I  don't  accept  the  characterization  that  this  was  watered 
down. 

Mr.  Fox.  Mr.  Podesta,  did  you  ever  ask  Mr.  Kennedy  why  Peat 
Marwick's  first  draft  was  identified  as  private  and  confidential, 
subject  to  attorney/client  privilege? 

Mr.  Podesta.  Why  the  report  was? 

Mr.  Fox.  Right. 

Mr.  Podesta.  Was 

Mr.  Fox.  Identified  as  private  and  confidential,  subject  to  attor- 
ney/client privilege. 

Mr.  Podesta.  I  assume  that  was  standard  operating  procedure 
for  Peat  Marwick.  Attorney/client  privilege  is  waivable  by  the  cli- 
ent. The  client  in  this  case  was  the  White  House. 

Mr.  Fox.  Mr.  Podesta,  on  what  basis  did  Larry  Herman,  a  Peat 
Marwick  management  consultant  and  Harvard  MBA,  invoke  attor- 
ney/client privilege  on  his  firm's  work  product,  if  you  know? 

Mr.  Podesta.  I  don't  know. 

Mr.  Fox.  In  both  its  draft  and  final  reports.  Peat  Marwick  wrote 
a  disclaimer  clearly  stating,  "Our  procedures  do  not  constitute  an 
audit,  examination,  or  review,  in  accordance  with  standards  estab- 
lished by  the  American  Institute  of  Certified  Public  Accountants, 
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and  therefore  we  do  not  express  an  opinion  or  any  other  form  of 
assurance  on  the  information  presented  in  our  report." 

This  disclaimer  all  but  says,  as  far  as  understanding  how  the 
Travel  Office  worked,  that  the  Peat  Marwick  report  was  not  worth 
the  paper  it  was  printed  on,  let  alone  the  $40,000  that  the  White 
House  paid  Peat  Marwick  to  prepare  it.  Isn't  that  true? 

Mr.  PoDESTA.  No,  that  is  not  true.  Peat  Marwick  went  in.  Thev 
found  what  they  found.  I  think  our  reports  noted  that  there  weren  t 
sufficient  records  to  conduct  an  audit  in  the  Travel  Office,  and  we 
made  that  very  specific  report  in  our  travel  review. 

Mr.  Fox.  The  Travel  Office  employees  were  accused  of  corruption 
and  mismanagement  because  of  their  failure  to  put  all  of  their 
press  charters  out  for  competitive  bidding.  That  ignored  the  fact 
that,  because  of  the  President's  schedule,  many  charters  are  ar- 
ranged with  only  2  days'  lead  time.  Did  Peat  Marwick  win  the 
White  House  Travel  Office  contract  by  competitive  bidding? 

Mr.  PoDESTA.  Peat  Marwick? 

Mr.  Fox.  Yes. 

Mr.  PoDESTA.  No,  they  did  rrot. 

Mr.  Fox.  Did  World  Wide  Travel  and  Air  Advantage  take  over 
the  White  House  Travel  Office  operations  on  May  19  after  winning 
a  competitive  bid  for  the  business? 

Mr.  PoDESTA.  I  think — I  would  split  those  two  questions.  World 
Wide  did  not  make  a  competitive  bid,  to  the  best  of  my  knowledge, 
although  I  think  they  were  prepared  to  do  so,  and  that  was  rem- 
edied when  they  were  removed  from  the  Travel  Office,  and  Amer- 
ican Express  did  make  a  competitive  bid  over  that  weekend  follow- 
ing the  firings,  and  American  Express  came  in  and  took  over  the — 
those  responsibilities  in  the  Travel  Office. 

With  regard  to  Ms.  Sample,  I  don't  believe  that  Ms.  Sample  was 
being  paid  for  those  services.  I  don't  think  that  she  was  providing 
the — she  was  essentially  there,  in  her  mind,  as  a  volunteer,  al- 
though we  criticized  that  action  as  well,  as  you  know  if  you  have 
read  the  report. 

Mr.  Fox.  Did  you  mention  anywhere  in  your  Management  Re- 
view, Mr.  Podesta,  that  even  as  it  plotted  the  firing  ot  the  White 
House  Travel  Office  employees  in  part  because  of  tneir  failure  to 
competitive  bid  press  charters,  the  White  House  arranged  for  three 
separate  organizations  to  undertake  Travel  Office-related  business 
without  a  single  competitive  bid? 

Mr.  Podesta.  I  am  sorry,  Congressman,  I  think  I  need  that  one 
more  time. 

Mr.  Fox.  OK-  Did  you  mention  anywhere  in  your  Management 
Review  that  even  as  it  plotted  the  firing  of  the  White  House  Travel 
Office  employees,  in  part  because  of  their  failure  to  competitive  bid 
press  charters,  the  White  House  arranged  for  three  separate  orga- 
nizations to  undertake  Travel  Office-related  business  without  a  sin- 
gle competitive  bid? 

Mr.  Podesta.  Are  we  talking  about  Peat  Marwick  or  are  we  talk- 
ing about 

Mr.  Fox.  We  are  talking  about  the  travel  business  without  com- 
petitive bid. 

Mr.  Podesta.  The  travel  business,  I  believe  that — I'm  not  sure 
about  the  first  flight,  but  I  think  after  that  they  instituted  competi- 
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tive  bidding  procedures,  and  I  think  those  competitive  bidding  pro- 
cedures are  still  in  effect,  notwithstanding  the  fact  that  the  Presi- 
dent often  changes  his  travel  plans  and  must  decide  to  travel  on 
very  short  notice, 

Mr.  Fox.  We  have  established  that  Peat  Marwick  management 
consultants,  not  auditors,  looked  into  the  operations  of  the  White 
House  Travel  Office,  the  management  side,  not  the  auditor's  side. 
To  what  extent  were  their  efforts  directed  by  the  Office  of  White 
House  Counsel,  to  your  knowledge — Peat  Marwick? 

Mr.  PODESTA.  They  were  briefing  Mr.  Kennedv  in  the  White 
House  Counsel's  Office,  certainly.  I  believe  that  the  arrangement 
was  made  through  Mr.  Watkins.  They  reported  primarily  to  Ms. 
Thomasson  because  Mr.  Watkins  was  away  for  the  weekend  at  his 
daughter's  graduation. 

But  they  were  clearly  briefing  Mr.  Kennedy  as  the  review  went 
along,  and  I  believe — I  believe  that  Mr.  Kennedy  was  briefing  the 
FBI,  but  it's  conceivable  that  Peat  Marwick  was  doing  that  directly. 
I  can't  recall  specifically. 

Mr.  Clinger.  The  gentleman's  time  has  expired,  and  the  Chair 
now  recognizes  the  gentleman  from  Virginia,  Mr.  Moran,  for  5  min- 
utes. 

Mr.  Moran.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Chairman,  I  tielieve  that  the  White  House  Travel  Office 
ought  to  be  privatized,  and  I  came  to  that  conclusion  the  last  time 
that  this  committee,  which  was  the  Post  Office  and  Civil  Service 
Committee  at  the  time,  the  subcommittee  had  responsibility  for  au- 
thorizing the  White  House  Travel  Office. 

We  as  a  committee  also  have  that  responsibility  for  authorizing 
the  office.  I  don't  think  we  ought  to.  It  has  been  operating  without 
authorization.  I  don't  think  we  should  continue  with  it  any  longer, 
and  I'll  share  with  you  some  of  the  reasons  I  came  to  that  conclu- 
sion. 

I  think  they  are  relevant  to  the  reason  why  the  administration 
felt  there  needed  to  be  a  dramatic  change  in  the  way  the  office  was 
operated  when  it  came  in,  which  of  course  is  the  subject  of  this 
hearing. 

We  didn't  know,  at  the  time,  a  lot  of  the  information  that  has 
subsequently  come  out.  We  did  know  that  Pan  Am  was  virtually 
exclusive,  got  all  the  business  for  the  Travel  Office.  We  didn't  know 
that  one  of  the  employees  in  the  Travel  Office  was  married  to 
someone  that  was  doing  sales  and  promotion  for  Pan  Am  and  get- 
ting some  form  of  kickbacks  in  return. 

But  what  we  did  have  was  a  long  list  of  trips  for  which  there 
seemed  to  be  no  accounting,  at  least  no  accounting  of  reimburse- 
ment, and  that  is  what  is  relevant  to  this  Mr.  Larsen,  because  he 
was  the  one  we  asked  to  come  and  testify.  He  was  responsible  for 
doing  the  accounting  of  these  trips.  He  refused  to  do  so.  That  is 
why  we  were  interested.  He  subsequently  became  the  staff  director 
staff  person  on  this  committee. 

But  three  of  the  trips — and  I  can  refer  you  to  the  hearings  on 
page  264,  this  committee's  hearings — three  of  them  cost  the  tax- 
payer about  $3.6  million,  for  which  the  candidates  that  they  bene- 
fited reimbursed  the  Republican  National   Committee  for  about 
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$50,000.  But  the  U.S.  Treasury  only  got  back  something  less  than 
$350  for  that  $3.5  million  of  taxpayer-fmanced  trips. 

None  of  those  trips  involved  any  official  activity.  One  of  them,  for 
example,  was  to  Utah,  Oregon,  and  California  for  $1.1  million.  Sen- 
ator Seymour  reimbursed  the  Republican  National  Committee  for 
$7,500  and  Senator  Packwood  for  $15,000,  but  that  money  in  re- 
turn never  got  back  to  the  U.S.  Treasury  from  the  Republican  Com- 
mittee. 

There  was  a  subsequent  one  to  Florida  where,  in  fact,  Mrs.  Ros- 
Lehtinen  reimbursed  the  Republican  National  Committee  for 
$17,000,  of  which  the  RNC  reimbursed  the  Treasury  of  the  United 
States  less  than  $350  to  pay  for  that  trip,  and  there  was  a  third 
one  that  we  looked  into  that  had  three  fund-raisers  in  it  and  a  golf 
outing,  and  that  was  about  $1.5  million  apparently. 

But  there  was  no  accounting  for  these  trips.  They  were  all  politi- 
cal, all  political  fund-raisers  by  either  President  Reagan  or  Presi- 
dent Bush,  and  there  didn't  seem  to  be  any  disagreement  that 
there  was  no  official  function  performed.  But  there  was  no  reim- 
bursement— there  was  reimbursement  to  the  Republican  Commit- 
tee, there  was  no  reimbursement  to  the  taxpayer,  and  it  is  because 
of  this  lack  of  accounting  that  I  think  we  ought  to  just  eliminate 
the  Travel  Office  or  at  least  get  some  idea  of  now  the  money  is  ac- 
counted for. 

We  asked  Mr.  Larsen  to  come  up.  I  remember  the  day  when  the 
seat  was  empty.  We  had  his  name  tag  there.  Do  you  remember, 
Paul?  And  I  think  if  we  could  get  some  of  this  cleared  up  on  how 
the  office  maintained  its  accounting,  there  may  be  a  good  reason 
for  why  we  didn't  have  the  information.  In  fact,  maybe  everything 
is  above  board.  It  appeared  that  that  was  not  the  case  given  the 
hearin|fs  that  we  held. 

But  if  we  don't  get  answers  to  that  kind  of  inquiry,  then  I  really 
think  we  ought  not  be  having  an  office  that  has  the  official  sponsor- 
ship and  has  such  immediate  access  to  taxpayers'  money  and  can, 
in  fact,  be  used  purely  for  political  purposes  and  avoid  reimburse- 
ment to  the  Treasury. 

Now,  there  may  be  good  answers  for  what — the  issues  we  raised, 
but  I  think,  again,  Mr.  Chairman,  that  if  we  are  going  to  get  into 
this  issue  of  the  Travel  Office  and  the  way  in  which  it  functions, 
we  need  to  get  those  kinds  of  answers  that  were  raised  by  this  com- 
mittee the  last  time  we  had  hearings  on  the  White  House  Travel 
Office. 

If  any  member  of  the  panel  can  respond  to  any  issues  that  I 
raised,  I  would  love  to  hear  a  response  or  some  information  that 
would  clarify  these  imanswered  questions. 

Ms.  Kingsbury. 

Ms.  Kingsbury.  Well,  the  trips  that  you  describe  clearly  predate 
any  records  that  we  have  seen  about  the  finances  of  the  Travel  Of- 
fice, so  I  can't  comment,  although  I'm  mildly  puzzled  by  the  use  of 
taxpayer  money,  because  at  least  the  trips  that  we  examined  did 
not  involve  the  use  of  taxpayer  money,  at  least  not  insofar  as  the 
press  travel  was  concerned.  So  I  really  can't  comment  about  the  fi- 
nancial management  of  the  office  that  long  ago. 

Mr.  MoRAN.  This  was  the  cost  to  the  President  and  his  entou- 
rage, not  the  press. 
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Ms.  Kingsbury.  That's  a  whole  different  subject  then. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

Mr.  MORAN.  Thank  you. 

Mr.  Clinger.  And  I  think  we  all  appreciate  and  are  grateful  for 
his  view  of  what  happened  in  the  Travel  Office,  but  I  would  point 
out,  that  entire  speech  was  beyond  the  scope  of  this  hearing  this 
morning — this  aflemoon. 

Mr.  Waxman.  Mr.  Chairman,  point  of  parliamentary  inquiiy. 

Mr.  Clinger.  The  gentleman  will  state  his  point  of  parliamen- 
tary inquiry. 

Mr.  Waxman.  If  the  questions  related  to  why  the  Clinton  Admin- 
istration decided  that  the  Travel  Office  needed  a  change  in  person- 
nel because  they  had  been  abusing  their  office,  wouldn't  that  be 
relevant  to  the  issue  before  us? 

Mr.  Clinger.  I  would  suggest  that  that  may  well  be  relevant,  but 
not  with  this  panel.  This  panel  is  dealing  with  the  investigative 
studies  that  were  done  at  the  time  of  the  firing. 

Mr.  Waxman.  Well,  that  is  for  the  panel  to  reply. 

Mr.  Clinger.  The  fact  that  Mr.  Moran  gave  a  long  speech  and 
then  got  nobody  really  to  respond  to  that  question  suggests  that  it 
is  a  waste  of  time.  We  should  deal  with  these  witnesses  with  the 
matters  which  they  are  competent  to  address. 

I  now  recognize  the  gentleman  from  Ohio,  Mr.  LaTourette. 

Mr.  LaTourette.  Thank  you,  Mr.  Chairman. 

Inspector  Smith,  I  would  like  to  chat  with  you  for  a  minute.  You 
have  sort  of  been  ignored  down  there  at  the  end  of  the  table. 

Mr.  Smith.  I  am  not  complaining,  Congressman. 

Mr.  LaTourette.  I  know  that.  1  know  that.  But  I  would  like  to 
invite  you  into  the  fray. 

I  am  going  to  follow  Mr.  Horn  here,  and  I  am  reallv  interested 
in  the  chronology  of  things  that  occurred  rielative  to  tne  FBI's  in- 
volvement and  the  White  House  request  that  they  be  involved. 

From  reading  everyone's  report  and  as  someone  who  has  had  to 
review  things  based  upon  material  that  was  submitted  based  upon 
this  discussion  we  had  with  Inspector  Smith,  I  would  more  than 
appreciate  you  jumping  in. 

But  it  is  my  understanding  that  at  about  5:30  in  the  aflemoon, 
the  12th  of  May,  is  the  first  contact  that  the  FBI  had  with  the 
White  House  concerning  this  potential  matter,  and  that  was  in  a 
phone  call  from  Mr.  Kennedy  to  special  Agent  Burke.  Would  that 
be  correct? 

Mr.  Smith.  Yes,  sir. 

Mr.  LaTourette.  OK.  That  was  a  pretty  preliminary — basically 
a  discussion  that,  "The  White  House  didn't  have  audit  capabilities. 
Who  can  audit?  We  have  some  problems  over  here.  We  should  take 
a  look  at."  Some  names  were  thrown  out:  the  Resolution  Trust  Cor- 
poration, the  IRS,  others.  It  was  sort  of  left  that  Mr.  Burke  could 
get  back  to  Mr.  Kennedy  as  soon  as  he  discussed  that  internally. 
Is  that  right? 

Mr.  Smith.  Yes,  sir.  It  appeared  that  the  call  was  made  initially 
because  Mr.  Kennedy  had  had  prior  contact  with  Mr.  Burke  be- 
cause of 

Mr.  LaTourette.  They  had  worked  together  because  Kennedy 
was  in  charge  of  security  clearances  at  the  White  House  and  Mr. 
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Burke  was  in  charge  of  conducting  those  for  the  FBI.  Is  that  cor- 
rect? That  was  your  testimony? 

Mr.  Smith.  Tnat  is  correct. 

Mr.  LaTourette.  In  the  conversations  that  took  place  on  the 
13th  of  May,  would  it  be  correct  that  your  report  indicated  that  Mr. 
Kennedy  advised  that  this  matter  would  be — should  be  handled  or 
could  be  handled  by  an  agent,  a  field  agent  from  the  Washington 
Metropolitan  Field  Office?  That  advisal  was  made  to  the  White 
House  by  the  FBI,  and  that  was  rejected.  Is  that  correct? 

Mr.  Smith.  That's  correct. 

Mr.  LaTourette.  As  a  matter  of  fact,  the  insistence  was  made 
by  the  White  House  that  it  be  handled  by  someone  from  FBI  HQ. 
Is  that  right? 

Mr.  Smith.  Yes,  sir. 

Mr.  LaTourette.  And  as  a  result  of  those  conversations  that  oc- 
curred on  the  13th  of  May,  there  was  then  a  memo  prepared  by 
those  who  had  been  in  contact  with  the  White  House,  and  among 
those  copied  was  Deputy  Director  Larry  Potts.  Is  that  right? 

Mr.  Smith.  I  think  that's  correct. 

Mr.  LaTourette.  As  a  matter  of  fact — ^and  I  am  a  little  disorga- 
nized, I  apologize — in  that  memo  there  was  an  advisal  to  Mr.  Potts 
and  others  that  this  concerned  a  theft  or  possible  embezzlement, 
that  representations  had  been  made  by  the  White  House  to  Special 
Agent  Burke  and  also  to  Special  Agent  Apple  that  the  highest  level 
at  the  White  House  was  somehow  interested  in  this  investigation. 
Is  that  accurate? 

Mr.  Smith.  That  was  a  characterization  made  on  a  couple  of  oc- 
casions, yes. 

Mr.  LaTourette.  That  was  a  characterization  made  by  special 
agents  of  the  FBI  based  upon  what  they  claimed  to  have  heard 
from  people  at  the  White  House? 

Mr,  Smith.  That's  correct. 

Mr.  LaTourette.  As  a  matter  of  fact.  Agents  Apple  and  Foran 
met  with  Mr.  Kennedy  at  11  on  the  13th;  that  was  repeated  to 
them,  according  to  them.  Is  that  right? 

Mr.  Smith.  According  to  their  statements  to  me,  right. 

Mr.  LaTourette.  OK.  What,  in  your  parlance  or  in  the  parlance 
of  the  FBI,  does  *Tiighest  level  of  the  White  House"  mean?  I  don't 
know.  What  does  that  mean?  Does  that  mean  a  guy  on  the  third 
floor?  Does  it  mean  the  President?  What  does  it  mean? 

Mr.  Smith.  I  would  think  that  it  means  the  highest  level  of  the 
White  House,  and  it  certainly  would  be  beyond  the  third — ^you 
know,  the  basement  level. 

Mr.  PODESTA.  I  object  to  that. 

Mr.  LaTourette.  And  who  is  the  highest  g^y  in  the  White 
House?  Again,  are  we  talking  about  altitude  or  are  we  talking 
about  the  President  of  the  United  States,  the  Vice  President  of  the 
United  States?  Who  are  we  talking  about? 

Mr.  Smith.  Given  the  White  House,  I  would  assume  that  it  prob- 
ably would  not  involve  the  Vice  President. 

Mr.  LaTourette.  OK  Well — and  not  to  offend  anyone — can  I  as- 
sume that  it  meant  the  President?  Is  that  what  you  believe  your 
agents  understood  from  that  conversation,  or  is  there  another 
meaning? 
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Mr.  Smith.  Not  necessarily. 

Mr.  LaTourette.  OK. 

Mr.  Smith.  It  could  have  been,  you  know,  someone  in  a  higher 
management  position  within  the  White  House.  It  did  not  nec- 
essarily mean  the  President  himself. 

Mr.  LaTourette.  Regardless  of  whether  it  meant  the  President, 
the  Vice  President,  the  First  Lady,  or  someone  high  up  in  the  ad- 
ministration, it  certainly  misspeaks  that  at  least  the  speaker  in 
this  case,  Mr.  Kennedy,  considered  this  to  be  important  and  it  had 
the  attention  of  important  people  at  the  White  House.  Is  that  a  fair 
characterization? 

Mr.  Smith.  That's  right. 

Mr.  LaTourette.  OK  Now  we  come  to  the  question  during  the 
13th  of  May  on  the  issue  of  predication,  and  predication,  as  I  un- 
derstand it,  is,  before  the  FBI  conducts  a  criminal  investigation, 
the  FBI  needs  predication — is  that  correct? — or  would  like  to  have 
some  predication. 

Mr.  Smith.  That's  correct. 

Mr.  LaTourette.  Now 

Mr.  Smith.  It  is  the  basis  to  begin  the  investigation. 

Mr.  LaTourette.  I  imagine  one  aspect  of  predication  means 
there  would  be  some  Federal  jurisdiction  involved,  that  a  crime  po- 
tentially is  out  there  that  the  Federal — FBI  has  jurisdiction  over. 
Is  that  a  fair  observation? 

Mr.  Smith.  That's  correct.  That  was  one  of  the  things  that  was 
already  ongoing,  was  to  determine  which  unit  in  our  Criminal  Divi- 
sion would  be  responsible  for  that  type  of  investigation. 

Mr.  LaTourette.  Does  the  FBI,  in  establishing  predication— let's 
say  that  I  make  an  allegation  or  an  allegation  is  made  about  em- 
bezzlement of  Federal  funds.  That  is  something  over  which  the  FBI 
has  jurisdiction,  is  it  not? 

Mr.  Smith.  Yes,  sir. 

Mr.  LaTourette.  OK  In  determining  predication,  does  the  Bu- 
reau simply  say  an  allegation  has  been  made  that  comes  within  our 
bailiwick,  or  does  the  FBI  also  evaluate  the  credibility  of  that  alle- 
gation? 

Mr.  Smith.  It's  certainly  going  to  have  to  be  beyond  just  the — 
the  statement  made  by  an  individual,  and  certainly  the  credibility 
of  the  individual.  The  individual  would  have  to  be  in  a  position  to 
know  that  sort  of  information.  That's  the  things  that  would  have 
to  be  considered. 

Mr.  LaTourette.  OK,  great. 

I  see  the  yellow  light  has  gone  on.  For  the  record,  I  want  to  talk 
about  credibility  if  I  ever  get  another  chance  to  talk  to  you,  and 
that  is,  on  the  13th,  it  is  my  understanding  that  the  Special  Agents 
Apple  and  Foran  conducted  an  interview  of  Ms.  Cornelius  at  the 
White  House.  Is  that  correct? 

Mr.  Smith.  I  would  characterize  it  as  a  conversation,  less  than 
an  interview. 

Mr.  LaTourette.  OK  There  was  a  conversation  about  the  Trav- 
el Office  with  Ms.  Cornelius,  was  there  not? 

Mr.  Smith.  Yes. 
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Mr.  LaTourette,  During  the  course  of  that  conversation,  was  it 
related  to  the  agents  of  the  FBI  that  she  was  the  President's  third 
cousin? 

Mr.  Smith.  No. 

Mr.  LaTourette.  Was  it  related  to  the  agents  of  the  FBI  that 
she  had  written  a  memo  on  the  15th  of  February  advising  that  she 
and  Ms.  Cerda  would  take  over  the  White  House  travel  operations? 

Mr.  Smith.  I  don't  recall. 

Mr.  LaTourette.  Was  it  related  during  the  course  of  that  con- 
versation that  there  had  been  an  individual  who  had  called  the 
Travel  Office  in  attempting  to  bid  on  business  and  that  call  was  re- 
jected and  she  didn't  recall  who  that  person  was? 

I  guess  my  time  is  up. 

Mr.  Clinger.  The  gentleman  may  respond  to  that  question. 

Mr.  LaTourette.  I  don't  know  that  I  finished  it,  and  it  is  going 
to  take  me  another  2  minutes  to  finish  it. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

The  Chair  now  recognizes  the  gentleman  fi"om  Wisconsin,  Mr. 
Barrett,  for  5  minutes. 

Mr.  Barrett.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  earlier  this  year,  when  constituents  asked  by  me 
about  committee  assignments,  I  always  told  them  I  enjoyed  this 
committee  because  we  had  the  opportunity  earlier  in  the  year  to 
deal  with  issues  such  as  unfunded  mandates  and  the  line  item 
veto. 

I  then,  as  the  year  went  on,  told  them  that  it  took  a  sharp  turn 
downward  when  we  were  unable  to  reach  agreement  as  a  commit- 
tee on  the  reconciliation  matters,  particularly  dealing  with  pen- 
sions, and  I  thought  that  that  was  an  abdication  of  our  responsibil- 
ities. 

Today,  frankly,  is  not  going  to  go  down  as  another  red  letter  day, 
because  I  think  what  we  are  engaged  in  here  today  is  simply  some 
political  chicanery  in  an  attempt  to  keep  this  issue  alive. 

I  am  particularly  troubled  for  two  reasons.  One,  I  think  that 
Congpress  would  be  better  served  and  the  American  people  would  be 
better  served  if  we  worked  on  an  issue  such  as  Medicare  and  Med- 
icaid and  had  held  hearings  as  those. 

Second,  the  timing  of  this  hearing  raises  some  concerns  with  me 
in  connection  with  the  trial  of  Billy  Ray  Dale,  and  I  must  comment 
on  that  because  it  is  my  understanding  that  that  trial  is  scheduled 
to  begin  2  da^ys  from  now,  on  October  26. 

I  have  before  me,  I  think,  some  documents  that  Mr.  Waxman 
may  have  referred  to.  One  is  a  letter  dated  October  12,  1995,  to  the 
Honorable  Jamie  S.  Grorelick,  deputy  attorney  general,  signed  by 
the  chairman,  and  it  says — starts  out,  "In  the  course  of  reviewing 
documents  to  prepare  for  the  committee's  October  24,  1995,  hearing 
on  the  White  House  Travel  Office  matter,  the  committee" — "chief 
investigative  counsel  brought  several  documents  to  my  attention 
that  appeared  to  contain  materials  subject  to  Brady  v.  Maryland." 

The  letter  goes  on  to  basically  advise  the  Justice  Department 
what  documents  they  should  be  producing  for  the  defense  in  this 
criminal  case  that  is  going  to  begin  2  days  from  now. 

The  Justice  Department  responded  to  this  letter  just  yesterday, 
assured  this  committee  that  it  is  well  aware  of  the  mandates  of 
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Brady  v,  Maryland,  that  it  has  complied  with  those,  it  will  continue 
to  comply  with  those,  and  pointed  out  that  the  previous  letter  erro- 
neously quoted  from  some  handwritten  notes. 

What  concerns  me  is,  I  certainly  agree  with  this  committee's  role 
as  an  investigative  committee.  I  think  that  is  appropriate,  I  think 
that  is  something  we  should  be  doing,  but  it  seems  to  me  to  go  be- 
yond the  role  of  this  committee  when  it  injects  itself  into  a  criminal 
matter  that  is  to  begin  2  days  from  now, 

I  think  that  it  is  not  appropriate  for  this  committee,  in  any  fash- 
ion, to  do  so,  and,  frankly,  I  don't  know  of  any  precedent  of  this. 
I  don't  know  of  any  time  that  a  committee  has  injected  itself  into 
a  criminal  case,  particularly  2  days  before  it  is  ^om^  to  start. 

So  I  have  to  rsdse  that  matter,  because  I  thmk  it  questions  the 
validity  of  this  hearing  in  its  entirety.  It  is  something  that  I  think 
we  should  investigate  further. 

I  will  now  yield  the  balance  of  my  time  to  Mr.  Kanjorski. 

Mr.  Kanjorski.  Thank  you  very  much,  Mr.  Barrett. 

Are  you  aware  of  Mr.  Conahan,  Ms.  Kingsbury? 

Ms.  KINGSBURY.  Yes,  sir.  I  used  to  work  for  him. 

Mr.  Kanjorski.  When  he  testified  before  this  committee,  or  a 
predecessor  of  this  committee,  back  in  1992,  he  indicated  he  did  not 
receive  adequate  information  or  documentation  from  the  White 
House  for  literally  months,  having  meetings  attempting  to  acquire 
that  information.  Are  you  aware  of  that  fact? 

Ms.  Kingsbury.  I  am  aware  that  there  were  some  difficulties 
and  that  he  testified,  yes,  sir. 

Mr.  Kanjorski.  Now  I  call  your  attention  to  your  report.  In  your 
report  you  have  interviewed  an  individual  named  John  Vickroy, 
former  Travel  Office  employee. 

Ms.  Kingsbury.  Yes,  sir. 

Mr.  Kanjorski.  Did  you  make  a  transcript  or  a  written  state- 
ment or  notes  regarding  what  questions  were  asked  him  and  what 
information  was  given? 

Ms.  Kingsbury.  We  have  an  interview  summary  discussion  with 
him.  It  was  a  brief  telephone  discussion  with  him,  as  I  recall. 

Mr.  Kanjorski.  Is  it  reasonable  to  conclude  that  he  is  identified 
as  the  anonymous  letter  writer  of  1988? 

Ms.  Kingsbury.  I  did  not  make  that  linkage,  but  I  need  to  re- 
view this  summary. 

Mr.  Kanjorski.  In  the  examination  of  the  subsequent  examina- 
tion of  the  White  House,  did  you  have  an  occasion  to  go  back  and 
ask  somebody  in  the  (Jeneral  Accounting  Office  why  this  committee 
3  years  ago  was  not  provided  with  that  anonymous  letter  and  the 
follow-up  investigation  of  that  letter? 

Ms.  Kingsbury.  I  did  not  ask  that,  no,  sir. 

Mr.  Kanjorski.  Would  that  be  a  reasonable  examination  to  be 
made  since  it  is  still  within  the  purview  of  the  statute  of  limita- 
tions, if  there  were  an  attempt  to  frustrate  justice  or  obstruct  jus- 
tice? Wouldn't  there  be  a  charge  still  lie? 

Ms.  Kingsbury.  It  would  have  been  a  reasonable  inquiry  to 
make. 

Mr.  Kanjorski.  You  have  had  an  occasion  to  read  and  examine 
Mr.  Saunders'  statements,  including  Mr.  Dale's,  where  Mr.  Dale 
categorically  admits  that  gifts  were  received,  trips  were  had,  illegal 
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activities  were  carried  on  by  the  Travel  Office  and  the  White  House 
in  the  prior  administrations  of  President  Bush  and  President 
Reagan.  Is  that  correct? 

Ms.  Kingsbury.  Yes,  sir. 

Mr.  Kanjorski.  Has  that  referral  been  made  to  the  Justice  De- 
partment or  any  other  investigative  or  prosecutorial  body  to  deter- 
mine what  actions  should  be  taken  against  those  individuals? 

Ms.  Kingsbury.  We  have  no  knowledge  of  what  happened  after 
that  report  was  written,  but  we  also  have  no  evidence  that  any 
such  referral  was  made. 

Mr.  Kanjorski.  I  see.  Well,  does  this  fall  into  limbo  again?  The 
inquiry  came  to  the  General  Accounting  Office.  It  was  sent  to  the 
White  House's  Office  of  Counsel  in  1989.  It  was  investigated.  And 
then  what?  It  dies  there,  or  does  it  go  to  the  Justice  Department? 
Who  gets  this? 

Ms.  Kingsbury.  It  would  have  been  up  to  them  what  they  did 
with  it. 

Mr.  Kanjorski.  They  decide  whether  to  prosecute  their  own?  So 
when  gifts  are  admittedly  given  and  illegal  gratuities  and  improper 
activities  and  abuses  of  the  laws,  they,  the  counsel  of  the  Presi- 
dent— at  that  time.  President  Bush— decided  not  to  do  anything 
and  just  contain  that? 

Ms.  Kingsbury.  I  don't  know  factually  what  they  decided.  It 
would  have  been  their  responsibility  to  make  those  decisions. 

Mr.  Kanjorski.  Didn't  Mr.  Vickroy  discuss  those  conditions  with 
you  when  you  made  the  examination  for  the  study  that  this  was 
activity  that  was  occurring  down  in  the  Travel  Omce  as  early  as 
1989  and  1989? 

Ms.  Kingsbury.  I  do  not  believe  he  did,  no,  sir. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

I  would  indicate  at  this  point  that  we  seem  to  have  two  hearings 
going  on,  one  with  regard  to  what  went  on  in  previous  administra- 
tions and  one  with  regard  to  this  investigation,  which  is  limited  to 
the  determination  of  how  accurate  these  matters  were.  And  I  would 
again  just  warn,  or  at  least  radse  the  question,  with  the  gentleman 
from  Pennsylvania,  we  are  doing  our  very  level  best  to  stay  away 
from  anything  that  might  in  any  way  affect  the  trial,  one  way  or 
the  other,  of  Mr.  Dale,  and  by  referring  to  things  that  seem  to  be 
raising  the  issues  that  may  be  raised  during  the  part  of  the  trial 
I  think  is  irresponsible. 

Mr.  Waxman.  Will  the  chairman  yield? 

Mr.  Clinger.  I  will  yield  to  the  gentlelady  from  Illinois. 

Mrs.  Collins  of  Illinois.  Thank  you,  Mr.  Chairman. 

I  was  sitting  here  at  both  times,  and  I  understand  that,  and  I 
have  heard  Mr.  Waxman  say  that,  he  wanted  to  have  unanimous 
consent  to  have  the  documents  that  he  was  reading  from  made  a 
part  of  the  record. 

Now,  one  was  a  letter  from  Mr.  Steve  Tabackman  requesting  a 
variety  of  documents  from  a  member  of  your  staff,  Ms.  Barbara 
Bracher,  dated  September  19,  1995;  and  the  other  was  a  letter  to 
Ms.  Gorelick.  I  don't  recall  your  saying — and  other  documents. 

Mr.  Clinger.  Without  objection.  Without  objection,  so  ordered. 

Mrs.  Collins  of  Illinois.  Thank  you,  Mr.  Chairman. 

[The  documents  referred  to  appear  on  pages  347  and  349.] 
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Mr.  Waxman.  Point  of  order,  Mr.  Chairman. 

Mr.  Clinger.  The  gentleman  will  state  his  point  of  order. 

Mr.  Waxman.  Mr.  Chairman,  the  scope  of  the  hearing  is  deter- 
mined, as  I  understand  from  the  parliamentarian,  based  on  the  call 
to  the  meeting,  and  this  hearing  that  we  were  informed  was  being 
held  today  is — ^hearing  topic,  White  House  Travel  Office.  It  does  not 
say — ^the  hearing  notice — that  we  will  only  hear  and  talk  about  the 
White  House  Travel  Office  if  it  embarrasses  the  Clinton  adminis- 
tration, it  says  the  White  House  Travel  Office,  which  seems  to  me 
that  this  committee  ought  to  know  whether  the  office  was  being 
abused  and  taxpayers  funds  were  being  misdirected. 

Mr.  Clinger.  The  gentleman's  point  of  order — I  understand  the 
gentleman's  point  of  order. 

I  would  point  out  to  the  gentleman  that  we  are  not  in  any  way 
inhibiting  you  from  asking  the  questions,  we  are  just  saying  that 
this  panel  is  really  not  competent  to  answer  those  questions.  The 
questions  that  you  want  to  raise  and  the  material  you  want  to  get 
into  is  clearly  the  subject  of  another  hearing,  not  today's  hearing. 

So  I  will  now  recognize  the  gentleman  from  New  Hampshire,  Mr. 
Bass. 

Mr.  Bass.  Thank  you  very  much,  Mr.  Chairman. 

We  have  been  here  now — I  have  at  least — ^for  5  hours.  I  have  yet 
to  hear  the  other  side  talk  about  what  is  the  stated  subject  of  this 
hearing,  which  is  an  investigation  of  the  White  House  Travel  Of- 
fice, except  to  complain  about  the  fact  that  they  were  unable  to  ob- 
tain some  information  back  in  1988,  and,  as  you  mentioned,  we  are 
dealing  with  what  appears  to  be  two  different  hearings  here. 

But  I  guess  I  have  to  assume  that  since  there  has  been  no  word 
of  refutation  or  discussion  on  the  part  of  the  other  side  with  respect 
to  the  hearing  subject  today,  that  they  don't  have  any  real  com- 
ments or  concerns  or  whatever. 

I  would  like  to  take  a  different  tack,  if  I  could. 

Mr.  Podesta,  I  had  a  chance  to  read  your  report  that  you  pro- 
duced on  July  2,  despite  what  the  New  York  Times  said  on  the 
11th,  calling  it  stealthy,  evasive,  is  it,  confession?  I  have  to  tell  you 
that 


Mr.  Podesta.  My  recollection  was  that  the 

Mr.  Bass.  Pardon  me? 

Mr.  Podesta.  The  person  doing  the  reporting  on  that,  of  course, 
was  in  the  editorial  pages  and  had  some  more  kind  things  to  say 
about  it. 

Mr.  Bass.  I  have  to  say,  considering  the  length  of  time  it  took, 
it  was  very  quick,  and  you  did  a  very  good  job  of  outlining  the  is- 
sues and  making  recommendations  for  changes,  and  I  found  it  very 
informative. 

However,  in  the  course  of  examining  the  principal  issues  and  the 
recommendations,  I  find  one  issue  missing  perhaps,  and  I  was  won- 
dering if  you  could  make  some  comments  on  some  observations  I 
am  going  to  make. 

First  of  all,  you  may  recall  the  word  "credibility  gap"  arose  back 
in  the  sixties  concerning  Vietnam  and  later  concerning  Watergate. 
As  you  probably  well  know,  the  same  issue  arose  during  the  time 
that  this — these  firings  occurred. 
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If  I  could  give  you  a  couple  of  examples.  For  example,  on  the 
19th  of  May,  DeeDee  Mvers  said  that  Peat  Marwick  went  in  and 
did  a  full  accounting  and  looked  at  it  and  there  was  enou^fh  ample 
evidence  of  mismanagement  that  we  thought  the  best  thing  to  do 
was  to  restructure  the  office  immediately. 

It  turns  out  that  Peat  Marwick  did  not  conduct  an  audit,  and  it 
wasn't  done  by  an  auditor  but  rather  a  management  consultant. 

There  is  another  item  on  May  20.  DeeDee  Myers  stated  that:  Did 
David  Watkins  have  any  association  with  Worldwide  Travel?  She 
responded,  "I  don't  believe  so."  But,  in  fact,  it  was  well-known  that 
Mr.  Watkins  did  have  a  business  relationship  on  and  off*  with  the 
owner  of  World  W^ide  Travel. 

Another  instance  here  on  the  20th,  where  she  states  that — 
DeeDee  Myers — quote.  Peat  Marwick  went  in  with  the  intention  of 
performing  an  audit,  end  of  quote. 

The  fact  is  that  the  engagement  letter  never  even  mentioned  an 
audit  anywhere. 

Another  example  on  the  24th  of  May:  Greorge  Stephanopoulos 
said — and  I  quote,  I  can  just — ^both  Darnell  and  Harry  have  said 
that  they  were  not  seeking  White  House  business.  We  have  no  indi- 
cation that  they  were  seeKing  business.  They  have  said  they  were 
not  seeking  the  business,  close  quote.  But  the  fact  is  that  they  were 
seeking  the  business,  and  there  is  evidence  to  indicate  that. 

Another  example:  Mr.  Podesta — let's  see,  George  Stephanopoulos 
stated  that  Peat  Marwick  partner,  Larry  Herman,  was,  quote,  one 
of  the  country's  leading  experts  on  government  accounting  prac- 
tices, but  he  turned  out  to  be  an  MBA,  not  a  CPA. 

Another  example  on  the  25th:  George  Stephanopoulos  stated, 
quote.  First  of  all,  I  reject  the  contention  that  we  hauled  in  the  FBI 
in  any  way,  close  quote.  And  now,  of  course,  we  have  discussed  this 
morning  the  issue  with  Mr.  Kennedy  and  the  discussions  that  he 
had  with  the  FBI. 

I  am  just  wondering,  Mr.  Podesta,  given  the  fact  that  this  ap- 
peared to  be  an  issue  tnat  the  New  York  Times  addressed  and,  in 
fact,  as  recently  as  today  the  Washington  Times  addressed  in  an 
editorial,  why  didn't  you  include  in  your  report  that  you  presented 
on  July  2,  1993,  any  discussion  about  the  apparent  misstatements 
that  were  made  over  a  period  of  some — some  period  of  time  by 
White  House  personnel  who  were  charged  with  the  responsibility 
of  telling  the  truth  to  the  American  people  and  the  press? 

Mr.  Podesta.  I  would  answer  that  in  two  parts.  One  is  that  what 
we  tried  to  do  is  lay  out  the  facts,  which  I  think  we  did  a  pretty 
good  job  of,  and  if  you  have  to  hear  somebody  contest  any  of  the 
facts  that  are  contained  in  the  management  review. 

With  regard  to  the  questions  of  the  credibility  from  the  podium, 
I  think  we  have  learned  some  lessons  about  speaking  without  full 
information.  I  must  tell  you — and  I'll  take  responsibility  for  this — 
the  Questions — ^you  focused  in  on  this  question  of  whether  this  was 
a  full  accounting,  whether  he  was  an  accountant,  et  cetera.  I  think 
the  report  is  accurate  in  that  regard. 

We  did  not  go  back  and  look  over  each  and  every  one  of  the 
statements  from  the  podium — a  terrifying  experience,  I  might  add, 
to  stand  up  there  and  try  to  answer  those  questions  and  analyze 
it  from  that  perspective. 
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But  I  think  that  the — both  Ms.  Myers  and  Mr.  Stephanopoulos 
did  not  intend  to  deceive.  I  think  they  tried  to  provide  accurate  in- 
formation. I  think  maybe  perhaps  sometimes  they  were  too  quick 
to  respond  to  questions  when  they  didn't  have  full  information. 
That's  a  lesson  that  we  learned,  and  I  think  it's  a — ^we  learned  it 
the  hard  way. 

Mr.  Bass.  Thank  you  very  much,  Mr.  Speaker — I  mean  Mr. 
Chairman. 

Mr.  C  LINGER.  Thank  you. 

The  gentleman's  time  has  expired,  and  now  I  recognize  the 
gentlelady  from  New  York,  Mrs.  Maloney,  for  5  minutes. 

Mrs.  Maloney.  Thank  you  very  much,  Mr.  Chairman. 

One  of  the  reasons  that  I  joined  this  committee  was  the  wide  iu- 
risdiction  that  we  have  to  look  at  the  pressing  problems  before  tnis 
country.  Yet  we  spent  the  summer,  20  days,  reviewing  Waco.  Then 
I  got  to  go  around  the  comer  and  spend  26  days  in  the  Banking 
Committee  reviewing  Whitewater.  Then  there  were  8  days  on  Ruby 
Ridge. 

Aiid  how  many  days  do  you  plan  to  spend  on  the  White  House 
Travel  Office?  Point  of  inquiry. 

Mr.  Clinger.  Depending  on  the  outcome  of  this  hearing,  which 
we  anticipate  will  conclude  sometime  today,  we  would  then  make 
an  assessment  in  our  iudgment  as  to  whether  there  need  be  any 
further  hearings.  At  the  moment  there  are  no  scheduled  further 
hearings,  but  that  may  be  subject  to  change.  I  can't  give  the 
gentlelady  a  definitive  answer  at  this  point  until  the  hearing  is 
over. 

Mrs.  Maloney.  Yet  this  committee  hasn't  had  one  hearing  on 
Medicare  or  Medicaid  or  the  effects  on 

Mr.  Clinger.  If  the  gentlelady  would  yield? 

Mrs.  Maloney  [contmuing].  Child  care  and  children. 

Mr.  Clinger.  If  the  gentlelady  might  yield  for  just  one  follow-up 
question,  I  would  have  much  preferred  to  have  held  these  hearings 
in  the  last  2  years.  Unfortunately,  we  were  never  able  to  get  them 
scheduled  under  the  previous  majority,  and  that  is  the  reason  for 
holding  the  hearing  today. 

Mr.  Waxman.  Wni  the  gentlelady  yield  to  me? 

Mrs.  Maloney.  No,  I  v^ill  not.  If  you  will  excuse  me,  Mr.  Wax- 
man,  I  am  getting  too  old,  too  tired,  too  worn  out,  to  waste  my  time 
at  this  hearing,  and  I  am  reallv  becoming  very  angry  over  the  lack 
of  review  of  some  of  the  really  tremendous  problems  before  this 
country,  yet  we  continue  reviewing  this. 

There  is  one  statement  that  I  do  agree  with  though,  Mr.  Wax- 
man — I  believe  you  made  it — ^that  we  should  privatize  this  office. 
There  have  been  statements  before  that  during  the  prior  adminis- 
trations, under  the  Bush  and  Reagan  administrations,  the  head  of 
the  office  was  indicted  for  mismanagement.  He  is  going  on  trial. 
And  there  are  allegations  of  mismanagement  now. 

So  I  think  the  best  way  to  get  this  oehind  us  is  to  just  privatize 
the  entire  office  and  save  taxpayers'  dollars,  and  I  hope  the  chair- 
man will  lead  this  effort  in  a  bipartisan  move  to  solve  the  problem 
once  and  for  all. 

I  would  like  to  ask,  how  much  does  the  Travel  Office  cost  the 
American  taxpayer? 
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Mr.  Clinger,  Are  you  addressing  that  to  the  witnesses? 

Mrs.  Maloney.  Yes,  to  the  witnesses. 

There  have  been  five  reports.  Any  of  you  who  have  done  a  report, 
did  you  look  at  the  cost  to  the  American  taxpayer  when  you  were 
looking  at  this — when  you  were  investigating  this?  How  much  does 
the  Travel  Office  cost  the  American  taxpayer? 

Ms.  Kingsbury,  Well,  since  I  represent  the  Greneral  Accounting 
Office,  I  guess  I  get  first  dibs  at  that. 

One  of  the  observations  that  we  made  in  our  recent  work  in  the 
General  Accounting  Office  is  that  the  financial  records  that  are  re- 
ported by  the  White  House  for  costs  associated  with  this  function 
do  not  include  and  do  not  disclose  the  actual  costs  over  and  above 
what's  reimbursed  from  the  press,  and  there  are  some  additional 
costs.  There  are  the  costs  of  the  employees. 

American  Express  is  not  an  additional  cost,  because  they  are  con- 
ducting their  services  under  a  Federal  Travel  Management  Center 
arrangement  where  their  payments  are  made  directly  from  the  ven- 
dors. But  there  is  a  cost.  There  is  a  cost  for  overhead  and  space, 
which  is  very  difficult  to  quantify,  and  we  have  recommended  to 
the  White  House  that  they  should  be  disclosing  those  additional 
costs,  even  if  they  choose  not  to  obtain  reimbursement  fi'om  the 
press,  which  I  think  is  a  separate  issue. 

One  might  argue  that  the  press  ought  to  have  to  pay  for  some 
of  that  additional  cost.  But  the  cost  is  roughly  the  cost  of  the  em- 
ployees plus  some  additional  overhead. 

We  are  aware  that  the  financial  statement  audit  that  they  had 
done  was  a  fairly  expensive  venture,  something  on  the  order  of 
$50,000. 

So  there  are  some  taxpayer  costs.  Those  are  not  ftilly  disclosed. 

Mrs.  Maloney.  Well,  you  have  already  moved  to  privatize  it 
somewhat  by  contracting  out  to  American  Express.  How  much  do 
you  think  tnat  saves,  and  when  was  that  movement — when  did 
that  decision  take  place,  to  contract  out  to  American  Express? 

Ms.  KD4GSBURY.  That  happened  in  the  immediate  srflermath  of 
the  dismissal  of  the  employees  in  May  1993.  / 

Mrs.  Maloney.  How  much  did  that  save  the  taxpayers? 

Ms.  Kingsbury.  It's  probably  very  difficult  to  estimate  that. 
There  was  an  expectation  at  the  time  that  there  would  be  savings 
because  those  employees  would  replace  the  Federal  employees  that 
had  been  conducting  those  activities  before. 

As  it  has  evolved  over  time,  there  are  still  I  believe  it's  five  Fed- 
eral employees  over  and  above  the  American  Express  staff  in  that 
office.  So  the  savings  has  not  been  as  gpreat  as  might  have  been 
characterized  at  the  time. 

Mrs.  Maloney.  Could  I  just  ask  a  follow-up  question  as  to 
what — what  functions  does  it  perform  that  cannot  be  contracted 
out? 

There  is  congressional  travel.  We  travel  many  times  for  hearings 
around  the  country.  We  call  up  a  travel  agent  and  secure  it,  and 
there  is  no  cost  to  the  American  taxpayer  whatever. 

So  why  can't  we  just  abolish  the  whole  office  and  have  the  Presi- 
dent's scheduler  call  up  and  order  a  ticket  every  now  and  then 
when  he  has  to  travel  or  other  White  House  staff  has  to  travel? 
Why  do  we  have  to  pay  one  cent  for  it? 
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I  feel,  after  five  reports,  not  to  have  a  clear  indication  of  how 
much  this  is  costing  the  American  taxpayer,  that  should  be  the 
first  question  you  should  look  at,  and  I  want  to  know  why  we  can't 
just  do  away  with  the  whole  office. 

Ms.  Kingsbury.  I  think  it's  important  to  understand,  there  are 
two  functions  here.  One  is  a  function  that  provides  ticketing  serv- 
ices for  White  House  employees,  similar  to  the  example  of  congres- 
sional travel  that  you  just  made. 

The  other  service  is  a  very  different  service.  It  provides  air  char- 
tering arrangements  to  rent  whole  airplanes  on  relatively  short  no- 
tice to  take  the  press  around  the  country  and  then  bills  the  press 
and  gets  reimbursement  for  those  accounts. 

I  fi-ankly  think  the-^ 

Mrs.  Maloney.  Why  couldn't  American  Express  take  on  the  re- 
sponsibilities or  any  firm  who  would  like  to  competitively  bid  to 
supply  this  service?  That  is  what  they  do.  They  charter  airplanes. 
They  charter  private  tickets.  Why  can't  we  just  take  the  entire  of- 
fice and  contract  it  out  and  save  taxpayers'  dollars  and  have  a  con- 
clusion to  this  hearing? 

And  I  call  upon  the  chairman  to  join  me  in  a  bill  to  move  this 
forward  and  to  complete  this  problem, 

Mr.  Clinger.  The  gentlelady's  time  has  expired.  5. 

Mr.  Podesta,  do  you  want  to  respond? 

Mr.  Podesta.  May  I  just  briefly  answer? 

When  we  wrote  our  management  review,  we  concluded  that  we 
could  remove  the  two  slots  that  Ms.  Kingsbury  talked  about,  whjch 
saved,  in  our  estimate,  about  $100,000, 

I  think  the  biggest  cost  that  the  taxpayers  bore,  in  addition  to 
what  the  issues  that  Mr.  Moran  brought  up  earlier,  was  the  failure 
to  collect  excise  tax,  which  probably  amounts  to  millions  of  dollars 
of  lost  revenue. 

Mrs.  Maloney.  Millions  of  dollars  in  lost  revenue? 

Mr.  Podesta.  I  would  assume  that. 

Mr.  Clinger.  The  Chair  now  recognizes  the  gentleman  from  Ari- 
zona, Mr.  Shadegg,  for  5  minutes. 

Mr.  Shadegg.  Thank  you,  Mr.  Chairman. 

I  think  I  would  like  to  commend  Mrs.  Maloney,  before  starting 
my  remarks,  by  saying  I  finally  found  someone  on  the  other  side 
who  was  willing  to  ask  a  question  about  the  White  House  Travel 
Office  now  and  about  what  we  ought  to  be  doing  about  it,  and  I 
commend  that,  because  I  have  spent  a  good  part  of  the  day  here 
listening  to  a  discussion  about  what  went  on  in  the  White  House 
Travel  Office  from  1988,  and  maybe  even  back  beyond  that,  to 
1994,  during  which  this  committee  was  under  the  control  of  the 
other  side.  I  can't  imagine  why,  if  they  had  all  of  those  questions 
about  all  of  those  years,  they  didn't  conduct  hearings  back  then. 

Mrs.  Maloney.  Would  the  gentleman  yield? 

Mr.  Shadegg.  And  I  commend  Mrs.  Maloney  for  that. 

Mrs.  Maloney.  Thank  you. 

Would  the  gentleman  yield? 

Mr.  Shadegg.  We  have  such  little  time.  Following  your  tradition 
with  Mr.  Waxman,  I  think  I  will  not. 

Mr.  Podesta,  I  really  would  like  to  follow  up  on  an  issue  that 
puzzles  me  as  a  former  assistant  attorney  general  in  Arizona. 
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In  Arizona  we  have  a  very,  very  broad  open  records  law,  and  I 
for  many  years  supervised  a  series  of  investigators  and  agents 
whose  job  it  was  to  go  out  and  ask  questions,  and,  at  least  in  those 
years,  we  always  found  the  most  fascinating  things  not  what  you 
were  told  or  what  you  found  but  what  you  discovered  you  weren't 
told  or  didn't  find. 

I  find  it  puzzling  that  when  you  interviewed  Mr.  Eller  and  you 
discovered  that— or  maybe  you  didn't  discover  this  in  an  inter- 
view— ^you  discovered  at  some  point  that  he  threw  away  all  of  his 
Travel  Office  documents  when  he  removed  himself  from  that  office, 
why  did  not  that  strike  an  inquiry  in  you,  and  why  did  not  that 
merit  some  mention  in  your  report?  I'm  puzzled  about  that. 

Mr.  PODESTA.  Mr.  Eller  wasn't  in  the  Travel  Office.  Mr.  Eller 
was  the  deputy  communications  director.  He  was  traveling  with  the 
President.  He  got  some  documents  about  the  Travel  Office.  He 
brought  them  back  and  threw  them  away. 

Mr.  Shadegg.  They  were  Travel  Office  documents  that  he  threw 
away. 

Mr.  PoDESTA.  He  got  a  memo  on  the  road  about  the  Travel  Of- 
fice. 

As  I  said  earlier,  I  believe  that  we  were  able  to  go  back,  for  ex- 
ample, and  he  had  prepared  some  talking  points  the  week  before, 
and  I  think  they  were  on  his  hard  drive,  and  we  were  able  to  re- 
cover that. 

Mr.  Shadegg.  Did  you  recover  all  the  documents  in  his  hard 
drive?  Do  you  know  that? 

Mr.  PoDESTA.  I  believe  we  recovered  documents  relating  to  the 
Travel  Office  on  his  hard  drive.  I  don't  think  we  recovered  all  the 
documents  that  he  had  on  his  hard  drive. 

Mr.  Shadegg.  How  were  you  able  to  do  that? 

Mr.  PoDESTA.  I  would  have  to  go  back  and  check  the  record. 

Mr.  Shadegg.  OK 

Ms.  Kingsbury,  did  you  learn  of  Mr.  Eller  destroying  documents 
in  the  course  of  your  inquiry? 

Ms.  Kingsbury.  No. 

Mr.  Shadegg.  Were  you — did  you  make  inquiries  which  could 
have  led  you  to  that  kind  of  information? 

Ms.  Kingsbury.  We  talked  to  Mr.  Eller  about  his  role  in  the  dis- 
cussions about  what  should  be  done  about  the  Travel  Office  activi- 
ties. We  did  not  inquire,  to  my  recollection — I  could  go  back  and 
check  the  interview  write-up — whether  he  had  any  particular  docu- 
ments or  what  he  had  done  with  them, 

Mr.  Shadegg.  Mr.  Shaheen,  were  you  told  by  anybody  at  the 
White  House  about  documents  being  destroyed  by  Mr,  Eller  or  by 
anybody  else  that  related  to  this  investigation. 

Mr.  Shaheen.  No,  Congp^essman,  we  were  not. 

Mr,  Shadegg.  You  were  led  to  believe  that  you  were  going  to  be 
given  full  cooperation  in  your  efforts? 

Mr.  Shaheen.  Yes,  we  were. 

Mr.  Shadegg.  And  you  are  an  investigator  trained  to  look  for 
this  kind  of  information? 

Mr.  Shaheen.  We  are  trained  to  look  for  just  this  kind  of  infor- 
mation, yes. 
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Mr.  Shadegg.  You  wrote  that  when  the  memo  of  July  24  came 
out,  that  you  were  stunned  to  learn  of  the  existence  of  this  docu- 
ment because  of  its  relation  to  your  investigation. 

Did  you  feel  to  some  degree  betrayed  at  that  point  in  time? 

Mr.  Shaheen.  I  think  that's  a  fair  characterization. 

Mr.  Shadegg.  OK.  I  take  it  that  can't  give  you  or  anybody  else 
a  great  deal  of  confidence  in  the  ultimate  conclusion  of  your  report, 
at  least  with  respect  to  the  candor  with  which  you  were  being 
dealt? 

Mr.  Shaheen.  That's  correct. 

I  might  add  that  this  is  not  the  first  time  we  have  been  asked 
to  investigate  White  House  personnel.  We  are,  pursuant  to  the 
order  of  the  Attorney  Greneral,  authorized  from  time  to  time  to  do 
it.  We  do  it  discreetly.  This  is  the  first  time  we  have  had  a  failure 
of  cooperation  or  candor. 

Mr.  Shadegg.  I  take  it  then  that  you  would  share  my  concern 
that,  having  had  these  five  different  investigations  and  looking 
over  the  chart  over  there  as  to  what  came  out  and  what  didn't 
come  out,  at  least  with  regard  to  your  experience  and  what  you 
were  given  or  not  given,  it  probably  doesn't  surprise  you  that  the 
other  reports  prepared  by  different  offices  similarly  didn't  get  to 
the  bottom  of  all  the  information  that  was  being  sought? 

Mr.  Shaheen.  Yes,  sir. 

Mr.  Shadegg.  So  I  would  take  it  you  feel  a  further  inquiry  to  at 
least  try  to  put  this  information  together  is  appropriate? 

Mr.  Shaheen.  I  would  be  interested  to  know  what  the  Independ- 
ent Counsel  Starr  comes  up  with.  I  understand  that  he  considers 
this  within  his  charter. 

Mr.  Shadegg.  I  am  pretty  interested  in  what  this  committee  can 
find  out,  because  I  think  it  is  important  that  we  learn  it,  if  we  pri- 
vatize it,  which  it  looks  to  me  like  it  was  almost  being  privatized - 
by  the  President  in  a  kind  of  family  friendly  way,  when  this  all 
went  on. 

Thank  you  very  much.  I  yield  back  the  balance  of  my  time. 

Mr.  Shaheen.  If  I  could  make  a  correction,  when  Congressman 
Mica  asked  me  a  question,  he  referred  to  a  chronology.  I  thought 
it  was  one  chronology  that  I  had  seen  and  not  one  that  apparently 
had  been  generated  by  the  committee.  I  want  to  correct  an  earlier 
statement  that  I  had — I  indicated  that  I  had  seen  that  chronology. 
I  had  not.  I  am  aware  of  another  chronology  that  was  prepared  in 
the  Department. 

Mr.  Cld^ger.  The  gentleman  yields  back  his  time? 

Mr.  Shadegg.  Yes. 

Mr.  Clinger.  We  will  now  start  a  second  round  of  questioning 
and  see  how  far  that  goes. 

Let  me  state,  as  I  begin  the  second  round,  one  thing  that  has  dis- 
mayed me,  frankly,  and  upset  me  about  where  we  are  so  far  is  the 
really  gratuitous  attacks  that  have  been  made  on  some  very,  very 
valuable  employees  of  the  Federal  Government,  specifically  with  re- 
gard to  Mr.  Larsen,  who  I  think  served  admirably  and  outstanding 
as  a  public  servant  for  over  30  years  and  whose  role  in  this  exer- 
cise was  strictly  as  a  result  of  his  being  hired  by  me  to  carry  out 
the  investigation  to  the  best  of  his  ability.  He  in  no  way  instigated 
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that  investigation.  He  has  been  actually  somewhat  vilified  in  these 
hearings. 

It  was  stated  earlier  in  the  hearing  by  the  gentleman  from  Vir- 
ginia that  there  was  an  empty  chair  on  a  hearing  that  was  held 
up  here  before  the  Committee  on  Post  Office  and  Civil  Service  and 
that  Mr.  Larsen  did  not  appear.  We  have  it  now  that  Mr.  Larsen 
testified  for  over  6V2  hours  at  that  hearing  and,  in  fact,  testified 
from 

Mr.  Kanjorski.  Will  the  gentleman  yield? 

Mr.  Clinger.  I  will  in  a  moment.  But  Mr.  Kanjorski  at  one  point 
in  the  hearing,  which,  as  I  say,  went  on  for  six  emd  a  half  hours, 
let  the  audience  know,  'There  are  two  hard-working  guys  from  the 
White  House  who  did  not  eat  lunch  all  day,  and  perhaps  we  can 
make  it  a  much  more  productive  hearing  the  next  time  we  have 
you  gentlemen  testify."  One  of  those  gentlemen  was  Mr.  Larsen. 

Further,  Mr.  Kanjorski  said,  "Mr.  Larsen,  thank  you  very  much 
for  testifying.  We  do  appreciate  it.  Thank  you  very  much,  gentle- 
men. I  think  I  really  look  forward  to  the  meetings  and  the  transfer 
of  information  that  we  will  have  over  the  next  several  weeks. 
Thank  you  very  much." 

I  don't  think  that  this  suggests  lack  of  cooperation  and  certainly 
was  not  an  empty  chair. 

Mr.  Larsen  was  here,  did  testify  at  length  for  six  and  a  half 
hours. 

And  I  will  yield  at  the  conclusion  of  my  statement  here,  but  I 
need  to  get  a  couple  of  questions  on  the  record,  and  that  is,  specifi- 
cally: Were  any  of  you — I  know  Mr.  Podesta  has  some  awareness 
of  this,  but  were  any  of  the  rest  of  you,  specifically  Mr.  Shaheen, 
Ms.  Kingsbury,  Inspectors  Smith,  Bell,  aware  of  the  fact  that  Mr. 
Martens  and — that  they  were  having  conversations  with  the  White 
House  with  regard  to  the  ICAP,  Thomason  and  Mr.  Martens,  with 
regard  to  the  ICAP  and  the  potential  for  doing  a  survey,  sole-source 
contract  survey  of  all  nonmilitary  aircraft?  Were  any  of  you  aware 
of  thoSe  discussions? 

Mr.^ELL.  Mr.  Chairman,  I  was  not  aware. 

And  I  would  like  to  clarify  something  in  my  openingstatement. 
Our  investigation  within  the  IRS  was  strictly  mtemal.  This  was  an 
internal  inquiry  by  our  Criminal  Investigators  and  Internal  Audi- 
tors. We  did  not  make  contacts  outside  of  the  Internal  Revenue 
Service. 

I  would  also  like  to  clear  up  a  point  in  terms  of  access  to  records 
and  access  to  information  within  the  Internal  Revenue  Service.  In 
all  of  our  audits  and  in  all  of  our  investigations,  we  have  complete 
access  and  complete  cooperation  with  all  employees.  And  I  think 
it's  important  to  note  that  in  the  IG  investigation,  as  well  as  in  the 
GAO  inquiry  into  the  IRS,  they  had  complete  and  full  access  to  all 
employees  and  all  the  information,  including  all  tax  information 
relevant  to  their  inquiries. 

Mr.  Clinger.  Thank  you. 

Ms.  Kingsbury,  you,  in  your  investigation,  determined  that  Harry 
Thomason  was  not  a  special  Government  employee.  But  in  making 
that  determination,  were  you  aware  of  some  of  the  discussions  and 
contacts  that  Mr.  Thomason  had  had,  that  Mr.  Martens  had  had, 
with  regard  to  ICAP? 
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Ms.  Kingsbury.  No,  sir. 

Mr.  Clinger.  Might  that  have  change  your  conclusion? 

Ms.  Kingsbury.  I  can't  comment  on  wnether  it  would  change  our 
conclusion  or  not.  We  would  need  to  see  the  facts  associated  with 
it. 

Mr.  Clinger.  All  right.  Thank  you. 

Any  of  the  others? 

Mr.  Shaheen,  were  you  aware  of  any  contacts  carried  out  at  the 
White  House? 

Mr.  Shaheen.  No,  Mr.  Chairman. 

Mr.  Clinger.  Now,  it  has  been  suggested  here  that  perhaps,  you 
know,  the  investigation  that  was  carried  out  was  the  reason  why 
these  gentlemen  were  fired  from  their  jobs;  that  it  became  appar- 
ent to  the  White  House  that  there  was  all  kinds  of  malfeasance  and 
so  forth  going  on  in  the  office. 

But  were  any  of  you  aware  that  there  had  been  discussions  as 
early  as  December  1992,  actually  before  the  Inauguration  Day,  dis- 
cussions by  Catherine  Cornelius  and  David  Watkins,  who  met  with 
the  World  Wide  Travel  in  Little  Rock  to  discuss  White  House  trav- 
el? Were  any  of  you  aware  of  those  discussions? 

Ms.  Kingsbury.  The  parties  involved  had  told  us  that  such  meet- 
ings took  place. 

Mr.  Clinger.  And  that,  fiirther  than  that,  in  January  1993,  Mr. 
Watkins  met  with  Cornelius,  Steve  Davison,  et  cetera,  in  Little 
Rock  about  outsourcing  White  House  Travel  Office  business  and 
mentioned  the  Travel  Office  in  passing.  Were  you  aware  of  that — 
those  conversations? 

Ms.  Kingsbury.  Only 

Mr.  Clinger.  The  record  is  replete  with  numerous  discussions 
that  were  held  with  regard  to  the  White  House  Travel  Office  that 
clearly  predated  aiw  suggestion  of  any  kind  of  wrongdoing  in  the 
operation  of  that  office  by  the  people  who  were  presently  occupying 
those  seats. 

So  I  think  it  is  a  little  disingenuous  to  suggest  that  suddenly  we 
had  to  move  against  the  Travel  Office  because  of  all  of  the  wrong- 
doing that  was  going  on  there,  when  clearly  this  was  a  matter  that 
was  under  very,  verv  intense  discussion  long  before  Peat  Marwick 
came  on  the  scene,  long  before  anybody  else  came  on  the  scene.  It 
does  seem  to  me  that  some  of  these  employees  were  made  fall  guys. 

Mr.  PODESTA.  Mr.  Clinger,  those  memos  and  those  incidents  were 
referred  to  in  our  management  Yeview.  So  I  think  that  anybody 
who  was  looking  at  it  would  have  had  to  have  been  aware  of  them. 

Mr.  Clinger.  All  right. 

Anybody  else  was  aware  of  these  discussions?  I  mean,  v/ouldn't 
you — wouldn't  it  suggest  to  you  that,  in  fact,  there  was  at  least  a 
suggestion  that  we  were  moving  to  do  something  about  this? 

As  a  matter  of  fact,  wouldn't  it  have  been  perfectly  legal  for  all 
of  these  people  to  have  been  fired  without  any  reason  whatsoever, 
gfiven  that  everyone  at  the  White  House  serves  at  the  will  of  the 
President? 

Mr.  PoDESTA.  Yes. 

Mr.  Clinger.  OK. 

Mr.  Podesta,  didn't  your  management  review,  however,  really 
rely  on  the  Peat  Marwick  audit — or  it  wasn't  an  audit,  it  was  a 
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management  review — as  the  basis  for  the  firing?  Didn't  you  con- 
clude that  that  was  the  reason  for  the  firing,  even  though  you  were 
aware  of  all  of  these  previous  discussions  that  had  gone  on  with  re- 
gard to  turning  the  Travel  Office  over  to,  quote,  our  people,  close 
quote? 

Mr.  PoDESTA.  I  think  we  tried  to  seriously  analyze  what  had 
happened.  We  noted  and  disclosed  these  memos  and  incidents  that 
you  discussed. 

We  did  note  that  when  Peat  Marwick  came  in,  that  they  found 
serious  mismanagement,  and  our  conclusion  was  that  the  White 
House  essentially  fired  these  people  for  cause,  and  the  cause  only 
related  to  the  two  people  who  had  financial  control  of  the  manage- 
ment— of  the  office  of  the — ^the  Travel  Office.  As  a  result,  on  May 
25th,  Mr.  McLarty  reinstated  the  other  five,  put  them  on  paid  ad- 
ministrative leave.  Other  jobs  in  the  executive  branch  were  found 
for  them. 

Mr.  Clinger.  Thank  you. 

I  will  now  yield  to  the  gentleman  from  California.  You  are  recog- 
nized for  5  minutes. 

Mr.  Waxman.  Thank  you  very  much,  Mr.  Chairman. 

I  want  to  read  something  that  the  chairman  said  when  he  called 
this  meeting  to  order.  He  said,  "The  committee  is  meeting  today  to 
hear  testimony  on  the  firings  of  the  entire  staff"  of  the  White  House 
Travel  Office  in  May  1993,  the  related  events  leading  up  to  their 
firings,  the  individuals  prompting  these  firings,  the  appropriate- 
ness of  actions  taken,  possible  conflicts  or  ethical  violations  that  oc- 
curred, the  subsequent  investigations  of  these  matters,  and  the  lev- 
els of  candor  and  cooperation  by  those  involved  in  both  responding 
to  the  investigations  and  conducting  the  investigations."  That  is 
Mr.  dinger's  opening  statement  as  we  started  tnis  hearing  this 
morning. 

I  think  we  ought  to  have  a  full  hearing  on  this  issue,  although 
I  think  it  is  a  little  stale.  We  have  had  so  many  reports  on  the 
White  House  Travel  Office  that  I  think  all  the  information  that  we 
have  known  about  it  has  already  been  known  and  we  haven't 
learned  anything  more  today. 

But  there  is  another  investigation  that  I  think  we  ought  to  have, 
and  that  is  the  investigation  of  the  investigators. 

Mr.  Chairman,  you  talked  about  Mr.  Larsen  and  the  attacks  on 
him.  I  don't  know  Mr.  Larsen.  I  wouldn't  know  him  if  he  walked 
in  the  room.  But  he  worked  for  this  committee.  He  was  the  chief 
investigator  on  this  issue.  Yet  he  had  personal  knowledge  about  the 
White  House  office  because  he  oversaw  their  operations  when  he 
worked  at  the  White  House  prior  to  coming  here.  This  is  not  a  dis- 
interested person. 

Second,  he — I  believe  from  what  I  have  heard,  he  had  some  kind 
of  personal  relationship  with  some  of  the  people  in  the  White 
House  Travel  Office. 

Now,  I  have  already  indicated  in  my  previous  comments  that 
there  is  a  very  peculiar  action  by  this  committee  asking  the  Justice 
Department  to  give  Mr.  Dales  attorney  documents — not  docu- 
ments, one  page,  a  piece  of  page,  and  the  letter  that  you  wrote  to 
the  Department  of  Justice  was  that  in  reviewing  your  documents, 
which  came  in  boxes 
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Mr.  Clinger.  Will  the  gentleman  yield  for  a  point  of  correction? 

Mr.  Waxman.  I  will  in  a  second,  because  I  do  want  to  get  your 
response  to  this. 

In  the  course  of  getting  all  of  these  boxes  of  documents,  there 
was  one  document  that  you  thought  that  Mr.  Dale  and  his  attor- 
neys did  not  have.  I  don't  know  how  you  knew  whether  they  had 
that  or  not. 

I  would  like  to  have,  for  the  record,  questions  answered  about 
your  staff  contact  with  Mr.  Dale,  his  attorney,  the  involvement  of 
Mr.  Larsen  and  the  Travel  Office  prior  to  his  coming  here,  during 
his  investigation. 

I  don't  know  why  Mr.  Larsen  left.  This  was  his  main  preoccupa- 
tion. He  left  in  September.  Why  isn't  he  here  a  month  later  to  be 
part  of  this  investigation? 

These  are  questions  that  I  think  are  legitimate,  because  they  go 
to  the  integrity  of  the  investigators,  and  this  committee  is  one  of 
the  investigators. 

So  I  would  submit,  Mr.  Chairman,  I  yield  to  you  for  time  you 
might  want  to  respond,  but  I  would  like  a  response  in  writing,  be- 
cause I  think  this  will  probably  require  your  staff  to  go  through 
their  diaries  and  give  us  the  times  and  calls  and  all  of  that,  and 
I  want  that  information  given  to  us  on  the  record,  with  the  full  ex- 
pectation that  when  people  give  us  information  for  the  record,  as 
any  other  witness,  we  don't  expect  to  have  anything  but  the  ftill 
and  accurate  truth  and  information  in  response  to  those  requests 
and  that  even  staff  members  should  be  responding  with  that  appro- 
priate concern. 

Mr.  Clinger.  If  the  gentleman  would  yield? 

Mr.  Waxman.  Certainly. 

Mr.  Clinger.  Let  me  briefly  respond  to  what  you  have  suggested 
here. 

First  of  all,  we  in  no  wav  ever  directed  the  Department  of  Justice 
to  divulge  or  reveal  anything  to  the  defendants  in  this  case.  We 
merely  said  that  there  was  information  which  we  had  come  across, 
reviewing  the — literallv  pages  and  pages  of  documentation,  which 
may  or  may  not  have  had  implications  for  Brady.  We  brought  that 
to  the  attention  of  the  Department  of  Justice  to  do  with  what  they 
chose. 

I  mean,  we  had  no  idea,  no  knowledge  of  whether  the  defendants 
had  this  information  or  didn't  have  the  information.  We  merely  did 
what  any  decent  lawyer  would  do^  and  that  is  to  alert  somebody 
that  there  might  be  Brady  implications  had  which  they  should  take 
into  account.  They  took  them  into  account  and  determined  that 
there  was  not  a  Brady  implication.  That's  fine  with  us. 

Mr.  Waxman.  Let  me  reclaim  my  time,  Mr.  Chairman. 

Your  letter  says: 

In  the  course  of  reviewing  the  documents  to  prepare  for  today's  hearings,  the  com- 
mittee's chief  investigative  counsel  brought  several  documents  to  your  attention  that 
appeared  to  contain  materials  subject  to  Brady  v.  Maryland.  Brady  v.  Maryland  is 
the  rights  of  defendants  to  have  information.  Although  the  issues  we  intend  to  dis- 
cuss during  the  Conunittee's  hearings  does  not  involve  the  Justice  Department's  two 
court  embezzlement  charges  against  Mr.  Billy  Dale,  we  feel  it  is  our  obligation  to 
bring  these  documents  to  your  attention. 

One  of  the  enclosed  documents  is  an  example  of  material  found 
in  the  personal  handwritten  notes  of  the  White  House  Counsel's  Of- 
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fice— counsel,  associate  counsel — and  may  not  have  been  produced 
to  the  Public  Integprity  Section.  The  first  document  is  the  hand- 
written notes,  and  then  they  identi^  it,  that  goes  to  the  question 
of  Mr.  Dale's  publicly  disclosed  defense  that  certain  pages  were 
missing. 

First  of  all,  how  did  you  know  that  he  was  alleging  that  certain 
pages  were  missing?  How  did  you  know  that  he  didn't  have  these 
documents? 

And  you  go  on  further  and  say  that 

Mr.  CuNGER.  If  the  gentleman  will  yield,  these  are  public  docu- 
ments. 

Mr.  Waxman.  Why  is  your  committee  staff"  looking  out  after  the 
interests  of  Mr.  Dale  to  get  documents  that  you  have  in  your 
records  submitted  to  you  by  the — ^by,  I  g^ess,  the  White  House? 
And  how  did  you  know  he  didn't  have  it? 

Mr.  Clinger.  In  the  course  of  our  review,  we  came  across  these 
documents  and  this  suggestion  which  we  thought  might  have  some 
bearing  on  the  trial.  We,  as  good  lawyers — I  think  my  staff  felt 
they  snould  alert  the  Department  of  Justice  that  this  was,  in  fact, 
a  possibility. 

That  is  all  we  did.  We  didn't  in  anv  way  choose  to  help  one  side 
or  the  other.  We  just  thought  it  would,  make  them  aware. 

Mr.  Waxman.  If  I  might  further  reclaim  my  time,  your  letter  con- 
cludes that,  "I  must  question  whether  this  harmful  information,"  in 
quotes,  "is  not  the  very  reason  the  Supreme  Court  found  that  such 
material  must  be  turned  over  to  the  defense  prior  to  trial." 

You  are  asking  them  to  give  information  to  Mr.  Dale  in  prepara- 
tion for  his  defense  on  a  charge  of  embezzlement  during  tne  Bush 
Administration  when  he  ran  tne  White  House  Travel  Office.  That 
is  not,  it  seems  to  me,  the  appropriate  role  of  this  committee. 

I  just  find  it  peculiar,  and  I  would  like  to  have  further  informa- 
tion about  it. 

Mr.  Clinger.  Does  the  gentleman  have  further  questions? 

Mr.  Waxman.  Since  I  have  another  second  or  two,  your  opening 
statement 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

Mrs.  Collins  of  Illinois.  He  hasn't  finished  his  question. 

Mr.  Waxman.  I  think  the  chairman  is  correct.  I  won't  insist  on 
any  fiirther  time. 

Mr.  Clinger.  I  would  now  yield  to  the  gentlelady  from  Florida, 
Ms.  Ros-Lehtinen. 

Ms.  Ros-Lehtinen.  Thank  you  so  much,  Mr.  Chairman. 

I  would  like  to  ask  some  questions  for  Mr.  Podesta  about  the 
competitive  bidding. 

It  seems  that,  of  course,  there  was  some  concern  that  the  White 
House  Travel  Office  employees  were  not  competitively  bidding  their 
charter  airplanes,  cmd  they  had  said  that  this  was  a  concern  to 
some  people  in  the  White  House  and  other  areas  about  this  not 
competitive  bidding  in  the  White  House,  and  I  wanted  to  ask:  Did 
anyone  in  the  administration,  upon  hearing  that  the  Travel  Office 
was  not  competitively  bidding  the  press  charter  flights,  ever  pick 
up  the  phone  and  ask  any  of  the  other  airline  charter  companies 
if  they  were  even  interested  in  competitively  bidding  for  this  press 
charter  business? 
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Mr.  PODESTA.  I  would  have  to  go  back  and  review  notes,  but  I 
am  not  aware  of  anybody  who  did  that. 

Ms.  Ros-Lehtinen.  So  would  you  say  that  none  that  were  quali- 
fied ever  were  denied  the  opportunity,  or  do  you  know  if  that  is  so? 

Did  anyone  at  any  time  express  any  interest  or  feel  that  they 
were  being  denied  the  opportunity? 

Mr.  PoDESTA.  I  just  have  no  knowledge  about  that. 

Ms.  Ros-Lehtinen.  OK 

Ms.  Kingsbury,  you — about  this  competitive  bidding,  if  I  could 
ask  you  if  you  asked  this  question  of  the  charter  airline  companies 
and  found  that  no  airline  charter  companies  were  denied  an  oppor- 
tunity— if  I  could  summarize  that — to  competitively  bid  for  charter 
services  if,  in  fact,  they  met  the  required  standards  of  service  and 
security?  Would  you  say  that  that  is  true,  that  there  was  no  such 
denial  of  opportuniW? 

Ms.  Kingsbury.  We  did  not  find  any  airline  who  said  that  they 
had  attempted  to  bid  and  been  rejected  overtly.  Several  did  say 
they  would  be  interested  in  competing  at  some  point  in  the  future, 
but  none  of  them  said  that  they  haa  been  denied  an  opportunity 
in  the  past. 

Ms.  Ros-Lehtinen.  OK.  And,  Mr.  Podesta,  in  the  course  of  your 
investigation,  did  you  come  across  any  other  instances  of  non- 
competitive bidding  in  the  White  House? 

Mr.  Podesta.  Clearly,  the  letting  of  the  contract  to  Peat  Marwick 
was  done  on  a  noncompetitive  basis.  White  House  Counsel  looked 
at  that,  I  believe,  £ind  concluded  that  that  was  within  the  exception 
in  the  law  for  an  emergency  procedure. 

Ms.  Ros-Lehtinen.  All  right.  And  speaking  of  that,  they  were 
brought  into  the  Travel  Office  by  the  White  House  counsel's  office 
to  do  a  financial  management  systems  review.  And  was  this  done 
without  an  inquiry  of  whether  this  could  be  done  by  an  agency 
such  as  0MB  or  GAO?  Would  that  be  correct? 

Mr.  Podesta.  The  White  House  counsel  was  informed  that  the 
White  House  had  no  independent  capacity  to  review  the  finances 
in  the  office.  I  don't  believe  that  they  made  further  inquiries  to  de- 
termine whether  the — ^they  could  utilize  resources  at  0MB.  I  think 
the  course  of  conduct  they  chose  was  that  Mr.  Kennedy  called  Mr. 
Bourke  and  asked  him  how  to  proceed,  and  we've  outlined  that  I 
think  at  some  detail  in  our  report  and  in  the  other  reports  which 
are  consistent  with  that. 

Ms.  Ros-Lehtinen.  And  so  you  had  stated  they  were  brought  in 
without  a  competitive  bid? 

Mr.  Podesta.  Peat  Marwick? 

Ms.  Ros-Lehtinen.  Right. 

Mr.  Podesta.  Yes. 

Ms.  Ros-Lehtinen.  Further,  the  World  Wide  Travel  agency,  the 
same  agency  that  made  travel  arrangements  for  the  Presidential 
campaign,  was  called  to  come  to  the  White  House  over  a  week  be- 
fore the  firings  and  there  was  no  competitive  bid  for  their  services, 
was  there? 

Mr.  Podesta.  No. 

Ms.  Ros-Lehtinen.  In  fact 

Mr.  Podesta.  Not  that  I'm  aware.  I  believe  that  that's  correct. 
They,  as  you  know,  came  in  on  Wednesday,  left  or  were — I  think 
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there  was  an  announcement  they  would  be  leaving  by  Friday.  I'm 
not  sure  whether  they  stayed  over  the  weekend  while  a  competitive 
bid  was  made.  American  Express  won  the  competitive  bid,  three  or 
4  days  later,  and  then  American  Express  came  in  I  believe  on  Mon- 
day following  the  firings. 

Ms.  Ros-li:HTnvfEN.  And  it  seemed  that  some  of  the  players  of 
World  Wide  Travel  had  questioned,  had  some  questions  about  the 
lack  of  a  competitive  bid  and  asked  for  an  emergency  procurement 
contract  so  that  it,  quote,  would  be  legal,  close  quote,  for  them  to 
come  into  the  White  House  imder  the  circumstances  that  the  ad- 
ministration had  brought  them  in.  Would  you  say — go  ahead. 

Mr.  PODESTA.  World  Wide  Travel  had  been,  I  think,  used  to  bid- 
ding competitively  on  government  travel  contracts,  and  I  think  they 
probably  understood  those  rules  perhaps  better  than  the  people 
who  were  trying  to  bring  them  in. 

Ms.  Ros-Lehtinen.  OK.  Now,  Air  Advantage  was  called  and 
asked  if  they  would  come  into  the  White  House  to  handle  press 
charters  for  the  Travel  Office  after  the  firing  of  all  the  Travel  Of- 
fice employees.  That's  correct? 

Mr.  PoDESTA.  Air  Advantage,  I  think  Penny  Sample  came  in, 
who's  the  president,  I  believe,  of  Air  Advantage,  and  helped  ar- 
range press  charters  in  the  week  or  two  following  the  firings. 

Ms.  Ros-Lehtinen.  Now,  they  contributed  heavily  to  the  cam- 
paign, do  you  know  that  this  is  true,  and  financially  and  by  arrang- 
ing charters  for  the  campaign? 

Mr.  PoDESTA.  Air  Advantage  was  a — did  work  for  the  campaign. 
I  don't  know  that  they  contributed. 

Ms.  Ros-Lehtinen.  Excuse  me? 

Mr.  PoDESTA.  They  did  work  for  the  campaign.  I  don't  know  that 
they  were  heavy  contributors  to  the  campaign. 

Ms.  Ros-Lehtinen.  They  were  brought  in  without  any  competi- 
tive bid? 

Mr.  PoDESTA.  Well,  she  was  there  really  to  help  run  the  oper- 
ation at  no — and  she  was  not  receiving  any  salary.  There  was  an 
incident  where  a  commission  was  paid  to  Air  Advantage  and  re- 
turned from  Air  Advantage  to  the  carrier,  which  we  noted. 

Ms.  Ros-Lehtinen.  And  when  it  was  discovered  that  that  indi- 
vidual had  taken  an  unauthorized  commission  on  the  very  first 
flight  that  was  chartered 

Mr.  PoDESTA.  Well,  "taken"  I  think  is  maybe  perhaps  a 
mischaracterization.  The  airline  paid  the  commission,  and  Ms. 
Sample  sent  it — ^had  it  returned. 

Ms.  Ros-Lehtinen.  Correct,  correct.  I  didn't  mean  to  use  that  in 
any  other  way  than  that  way.  She  was  asked  to  leave  the  White 
House,  would  that  be  correct,  upon  that  activity  taking  place? 

Mr.  PoDESTA.  She — at  that  point  I  think  she  left  and  a  person 
from  GSA  came  in,  an  employee  of  GSA  came  in  to  take  over  the 
process  of  bidding  out  the  charters. 

Mr.  Clinger.  The  gentlelad/s  time  has  expired. 

Ms.  Ros-Lehtinen.  Thank  you. 

Mr.  Clinger.  The  Chair  now  recognizes  the  gentlelady  from  Illi- 
nois, Mrs.  Collins,  for  5  minutes. 

Mrs.  Collins  of  Illinois.  Thank  you,  Mr.  Chairman. 
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Before  the  recess,  Congressman  Mica  read  from  this  document 
that  we  have  talked  about  entitled  White  House  Travel  Chronology 
Document  of  Events.  Now,  the  document  has  no  mention  of  who 
prepared  it,  and  there  is  absolutely  no  footnote  documenting  the 
validity  of  the  items.  It  is  my  understanding  that  this  document 
was  prepared  by  the  majority  staff.  Is  that  correct? 

Mr.  Mica.  My  understand.ing — is  that  a  question  directed  to  me 
or  one  of  the  witnesses? 

Mrs.  Collins  of  Illinois.  Well,  let  me  direct  it  to  you,  since  you 
had  it. 

Mr.  Mica.  It  is  my  understanding  it  was  prepared  by  the  staff 
and  contains  excerpts  from  all  of  the  evidence  and  documents  that 
have  been  before  the  committee. 

Mrs.  Collins  of  Illinois.  Thank  you. 

Then  I  want  the  record  to  show  immediately  following  the  ref- 
erence to  the  document  that  it  was  prepared  by  the  maioritv  staff 
and  that  it  has  not  been  reviewed  by  the  witnesses  or  oy  the  mi- 
nority for  accuracy,  Mr.  Chairman. 

Also,  Ms.  Kingsbury,  Chairman  dinger  in  an  October  1994  letter 
made  a  series  of  allegations  concerning  the  adequacy  of  your  re- 

f>ort.  Now,  these  allegations  appear  to  have  been  the  basis  for  his 
engthy  investigation,  yet  the  GAO  has  never  been  given  an  oppor- 
tunity to  respond  to  these  charges.  And  I  would  like  to  ask  you 
about  some  of  these.  He  charged  that,  quote,  many  of  the  GAO  re- 
port's opinions  failed  to  take  into  account  findings  of  its  own  inves- 
tigative staff,  close  quote. 

Now,  is  this  accurate  and  could  you  please  comment  on  how  GAO 
came  to  its  conclusions? 

Ms.  Kingsbury.  The  process  of  writing  a  GAO  report  always  in- 
volves reviewing  all  of  the  work  done  by  GAO  staff  in  reaching 
judgments  about  what  to  include  or  not  to  include  in  a  report,  and 
this  review  was  no  different  from  any  other  in  that  regard.  There — 
one  can  read,  as  the  committee  staff  has,  every  work  paper  that  we 
have,  and  notice  that  there  are  things  that  we  learned  in  some 
interviews  that  don't  appear  directly  in  the  report.  That  is  a  com- 
mon thing.  It  is  not  correct  to  say  that  we  did  not  take  those  into 
consideration.  Our  processes  are  fairly  rigorous  with  respect  to 
what  we  do  to  make  sure  that  our  report  is  appropriately  accurate 
and  balanced,  and  that's  what  we  did  in  this  case. 

Mrs.  Collins  of  Illinois.  He  further  alleges  that,  quote,  signifi- 
cant efforts  were  made  by  senior  White  House  officials  to  withhold 
or  possibly  distort  information  provided  to  the  GAO,  close  quote. 

Now,  do  you  agree  with  that  statement,  Ms.  Kingsbury? 

Ms.  Kingsbury.  At  the  time  we  did  our  review,  there  were  a 
large  number  of  documents  we  asked  for  and  a  large  number  of 
documents  we  ultimately  received.  I've  always  been  a  little  puzzled 
about  what  the  reference  to  distortion  was  intended  to  refer  to,  and 
I  can't  really  comment  on  that. 

In  the  months  since  our  report  was  issued,  and  in  particular  in 
the  last  few  months,  it  appears  that  there  are  some  documents  that 
I  believe  would  fairly  have  been  considered  to  be  within  the  scope 
of  the  multiple  requests  we  made  to  the  White  House  for  the  cat- 
egories of  documents  that  we  were  not  provided  and/or  in  some 
cases  were  told  did  not  exist.  So  while  I — ^if  I  had  answered  that 
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letter  at  the  time  it  was  written,  I  might  have  said  I  didn't  think 
there  was  anything  major;  the  last  few  months  have  clearly  sug- 
gested that  there  may  be,  although  we  have  not  seen  that  evidence. 

Mrs.  Collins  of  Illinois.  Mr.  Podesta,  could  you  comment  on 
whether  to  your  knowledge  any  efforts  were  made  to  withhold  or 
distort  information  that  was  requested  by  GAO? 

Mr.  Podesta.  Not  to  my  knowledge. 

Mrs.  Collins  of  Illinois.  Now,  there  were  a  number  of  con- 
tested documents  which  were  the  subject  of  negotiations  between 
GAO  and  the  White  House.  Were  there  any  contested  documents 
that  the  GAO  felt  strongly  about  that  were  not  provided,  Ms. 
Kingsbury? 

Ms.  Kingsbury.  At  the  time  of  the  review,  I  would  have  to  say 
the  answer  is  no.  Had  we  known  about  the  existence  of  some  docu- 
ments which  have  been  reported  to  exist  in  the  press,  I  would  have 
to  say  that  there  are  documents,  to  include  Mr.  Foster's  Travel  Of- 
fice nle,  that  would  have  been  relevant  to  our  work,  and  that  were 
withheld. 

Mrs.  Collins  of  Illinois.  Now,  the  letter  also  alleges  that  Trav- 
el Office  records  were  not  secured  and  that  the  whereabouts  of 
some  of  the  records  are  not  known.  Now  this  is  the  basis  for  Mr. 
Dale's  defense  in  his  criminal  trial,  that  if  only  we  could  recover 
his  missing  secret  ledgers,  that  would  explain  why  he  secretly  de- 
posited Travel  Office  funds  into  his  personal  bank  account.  So 
while  you  were  conducting  your  review,  did  you  come  across  any 
evidence  that  missing  petty  cash  ledgers  actually  existed? 

Ms.  Kingsbury.  I  need  to  preface  my  answer  with  the  observa- 
tion that  in  this  work  we  asked  for  documents  by  name  or  category 
and  were  provided  copies.  We  never  were 

Mr.  Clinger.  I  think,  Ms.  Kingsbury,  I  am  going  to  interrupt  you 
here,  because  I  think  that  question  really  comes  very  close  to  the 
area  that  I  scrupulously  tried  to  keep  out  of  this  hearing,  which 
has  to  do  with  the  pending  criminal  trial  for  Mr.  Dale. 

Mrs.  Collins  of  Illinois.  Mr.  Chairman,  I  would  like  to  go  on 
record  as  saying  that  I  think  that  it  is  most  inappropriate  for  you 
to  denv  a  Member  of  Congress  an  answer  to  a  Question  that  she 
has  asked  in  a  hearing,  ana  I  want  the  record  to  show  that  the  wit- 
ness was  in  the  middle  of  her  response  when  you  said  it  was  inap- 
propriate. Now  I  think  that  is  not  the  way  hearings  are  supposed 
to  be  conducted.  I  am  a  full  Member  of  this  body,  1  have  been  one 
for  23  years,  and  I  want  my  questions  answered. 

Mr.  Clinger.  Indeed  you  do,  and  I  think  the  concern  that  I  think 
we  should  both  share  is  that  we  don't  want  to  do  anything  that 
would  jeopardize  the  proper  conduct  of  this  trial.  And  in  my 
view 

Mrs.  Collins  of  Illinois.  Well,  I  wonder  why,  Mr.  Chairman, 
I  wonder 

Mr.  Clinger  [continuing].  It  goes  very  close  to  that. 

Mrs.  Collins  of  Illinois.  Taking  back  my  time,  Mr.  Chairman, 
I  wonder  why  we  are  even  here.  The  trial  is  2  days  from  now.  I 
wrote  you  a  letter  saying  we  should  not  have  this  hearing  at  this 
point  in  time,  and  so  dia  the  Justice  Department.  And  so  nere  we 
sit,  asking  these  questions.  Now  if  we  are  going  to  have  a  hearing 
that  is  valid,  and  we  are  going  to  do  what  you  say  in  your  press 
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release,  to  get  it  all  out  in  the  open,  then  I  have  every  right  to  ask 
that  question  and  I  want  the  witness  to  please  answer. 

May  I  hear  a  response  to  the  question,  Mr.  Chairman? 

Mr.  Clinger.  The  Chair  has  ruled  that  this  question  is  in  jeop- 
ardy— or  jeopardizes  the  potential  of  the  trial  that  is  pending.  And 
we  all  would  have  much  preferred  to  have  had  this  hearing  a  long 
time  ago. 

Mrs.  Collins  of  Illinois.  Mr.  Chairman,  if  in  fact  you  would 
like  to  rule  to  go  to  executive  session  I  would  be  willing  to  stay 
here  all  night  to  get  an  answer  to  my  question.  I  certainly  want 
an  answer  to  it.  We  have  only  been  here  for  5  or  6  hours. 

Mr.  Clinger.  We  will  take  that  under  advisement.  The  time 
of 

Mr.  Waxman.  Point  of  order,  Mr.  Chairman. 

Mr.  Mica.  Unanimous  consent  request. 

Mr.  Waxman.  Point  of  order,  Mr.  Chairman. 

Mr.  Clinger.  Unanimous  consent  request. 

Mr.  Mica.  Yes,  if  I  might  have  the  courtesy,  sir,  of  following  up. 
The  ranking  member  of  the  committee  asked  about  the  document 
that  I  had  referred  to.  And  I  just  have  a  simple  unanimous  consent 
request  to  make  a  part  of  the  record  documents  relating  to  each  of 
the  10  items  that  I  referred  to,  as  part  of  the  record,  the  actual  doc- 
ument. 

Mr.  Clinger.  Without  objection,  so  ordered. 

Mr.  Kanjorski.  Objection,  until  they  tell  whether  they  conclude 
everything.  I  don't  think  we  are  going  to  start  having  editorial, 
edited  documents. 

Mr.  Clinger.  All  documents  go  in  by  unanimous  consent  at  the 
outset  of  the  hearing. 

Mr.  Mica.  Thank  you.  Then  they  will  be  part  of  the  hearing. 

[The  information  referred  to  follows:] 

Selected  Entries  from  the  White  House  Travel  Office  Chronology 

Dec.'92 — Catherine  Cornelius  and  David  Watkins  meet  with  a  representative 
from  World  Wide  Travel  in  Little  Rock  to  discuss  White  House  travel  business. 

the  CLINTON  white  HOUSE 

JANUARY  20,  1993 — ^Watkins  hires  Cornelius  and  Clarissa  Cerda  as  special  as- 
sistants in  the  Office  of  Management  &  Administration. 

JANUARY  21,  1993— WHTO  begins  to  receive  telephone  calls  asking  for  Cath- 
erine Cornelius — the  "new  head  of  the  WHTO." 

FEBRUARY  15,  1993— POTUS  stops  by  Watkins'  office  once  in  the  morning  and 
again  as  Cerda  copies  "Briefing  Book  &  Proposal"  by  Cornelius  and  Cerda  [aka  Feb- 
ruary 15  Memo]. 

Cornelius  and  Cerda  give  Watkins  their  "Briefing  Book  &  Proposal"  (aka  Feb- 
ruary 15  Memo)  on  the  WHTO  establishing  them  as  co-directors  of  travel  &  World 
Wide  as  the  WH's  outside  travel  agency. 

11:30p.m. — Cornelius  leaves  February  15  Memo  on  Watkins'  chair  that  night 
with  a  handwritten  memo. 

APRIL,  1993 — Harry  Thomason  calls  Watkins  to  say  he  has  heard  rumors  of  im- 
proper activities  in  the  WHTO.  (WH  Report) 

In  DOJ  Public  Integrity  interview,  Watkins  says  in  early  April  he  received  a  call 
from  Harry  Thomason.  Watkins  says  Harry  told  him  that  the  travel  office  employees 
"were  crooKs"  and  should  be  fired  and  it  would  be  a  good  story. 

APRIL  3,  1993— Cornelius  begins  work  in  the  WHTO.  (Some  reports  list  this  as 
April  12th).  Watkins  tells  Cornelius  he  is  placing  her  in  the  WHTX)  to  make  com- 
mercial arrangements  for  the  White  House  stafl"  and  to  observe  the  WHTO  &  report 
to  him  by  May  15th.  (WH  Report) 
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MAY  12,  1993,  Wednesday  8:40 — Watkins  calls  Foster  to  set  up  meeting  and 
tells  Foster  that  the  First  Lady  is  interested  in  the  matter. 

8 J56— Foster  calls  Hubbell  at  DOJ. 

Late  a.iii. — The  First  Lady  tells  Harry  Thomason  to  "stay  ahead  of  this"  and  that 
corruption  in  the  WHTO  would  be  a  "good  story." 

3.-00— Cornelius  goes  home  to  get  WHTO  files  she  took  from  WHTO. 

Mr.  Waxman.  Point  of  order,  Mr.  Chairman. 

Mr.  Clinger.  The  gentleman  may  state  his  point  of  order. 

Mr.  Waxman.  My  point  of  order  is  that  a  question  was  asked  by 
the  ranking  member  of  this  committee  of  a  witness.  The  Chair  has 
ruled  that  the  question  may  not  be  answered  by  the  witness  before 
us? 

Mr.  Clinger.  I  would  say  to  the  gentleman  that  the  witness  may 
answer  the  question.  I  would  indicate,  however,  that  to  lay  it  on 
the  head  of  the  gentleman  who  asked  the  question  or  the 
gentlelady  who  asked  the  question,  that  this  is  riding  very  peril- 
ously close  to  areas  that  we  should  not  be  involved  in  m  this  near- 
ing. 

This  hearing  is  not  about  Billy  Dale.  This  hearing  is  not  about 
any  of  the  employees  of  the  former  Travel  Office.  This  hearing  is 
about  the  adequacy  of  the  investigations  that  were  done.  I  really 
think  that  this  is  a  red  herring  in  terms  of  this  hearing.  It  is  an 
issue  that  may  well  need  to  be  explored  at  some  other  hearing,  but 
not  at  this  one.  Therefore,  I  would  ask  that  the  gentlewoman  might 
withdraw  that  question,  because  I  think  it  could  jeopardize  the 
pending  trial. 

Mrs.  Collins  of  Illinois.  Mr.  Chairman,  I  was  only  asking 
questions  that  were  in  your  letter  in  1994.  But  in  the  spirit  of  com- 
ity, I  will  withdraw  my  question.  That  is  the  only  one  I  will  with- 
draw. 

Mr.  Clinger.  And  the  gentlelady's  time  is  expired.  And  I  would 
now  recognize  the  gentleman  from  Indiana,  Mr.  Burton. 

Mr.  Burton.  Thank  you,  Mr.  Chairman.  I  will  yield  1  minute  to 
my  colleague  from  Virginia,  Mr.  Davis. 

Mr.  Davis.  Thank  you  very  much.  I  have  just  a  very  brief  docu- 
ment; it  is  CGE-002296,  I  would  like  to,  if  I  could,  put  before  Mr. 
Podesta.  This  is  a  memo  read  by  the  President  and  given  to  Mack 
McLarty,  Mark,  and  Dave  Watkms  for  action. 

I  just  want  to  ask,  did  you  review  this? 

Mr.  Podesta.  Yes. 

Mr.  Davis.  Are  you  aware  of  the  President  writing  any  notes  on 
this?  Part  of  this  is  redacted. 

Mr.  Podesta.  Could  you  give  me  a  moment? 

Yes. 

Mr.  Davis.  Do  you  know  what  it  said,  the  President's  comment 
said? 

Mr.  Podesta.  I  know — I  think  I  know  what  it  said. 

Mr.  Davis.  Did  it  say  something  like  "these  guys  are  sharp, 
should  discuss  with  Panetta  later?" 

Mr.  Podesta.  Yes. 

Mr.  Davis.  Thank  you  very  much. 

Looking  at  the  memo,  it  looks  like  we  moved  from  small  business 
set-asides  and  other  procurement  to  celebrity  set-asides,  Mr.  Chair- 
man. I  yield  back. 

Mr.  Clinger.  Mr.  Davis,  thank  you. 
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Mr.  Burton.  I  would  like  to  follow  up  on  the  role  of  the  First 
Lady  in  these  proceedings.  I  was  reading  a  document,  it  said  when 
the  FBI  was  called  on  May  12th,  1993,  by  Associate  Counsel  Bill 
Kennedy  to  provide,  quote,  guidance  on  the  matter,  the  FBI  was 
told  that  this  matter  was  being  directed  at  the  highest  level,  close 
quote. 

When  Mr.  Apple,  this  was  a  GAO  interview,  Mr.  Apple,  page  2, 
when  Mr.  Apple  asked  him  what  he  meant  by  that,  Kennedy  re- 
sponded, quote,  let's  iust  say  that  it's  at  the  highest  level,  close 
quote.  When  Agent  Apple  tried  to  send  a  field  agent  instead  of 
headquarters  personnel  to  the  White  House,  Kennedy  repeated 
that  the  matter  was  being  directed,  quote,  at  the  highest  level,  and 
that  it  required  immediate  action,  close  quote. 

On  May  13,  1993,  Patsy  Thomasson  said  she  was  waiting  with 
Vince  Foster  to  see  Mack  McLarty  to  discuss  the  Travel  Office  mat- 
ter and,  quote,  Mr.  Foster  mentioned  that,  quote,  his  clients,  mean- 
ing the  President  and  Mrs.  Clinton,  were  concerned  about  the 
White  House  Travel  Office  matter,  close  quote. 

On  May  14,  1993,  David  Watkins  said  he  had  a  conversation 
with  the  First  Lady.  Quote,  Hillary,  telephone  conversation  with  D. 
Watkins  on  Friday,  May  14.  Harry  says  his  people  can  run  things 
better,  save  money,  et  cetera.  And  besides,  we  need  to  get  those 
people  out.  We  need  our  people  in.  We  need  the  slots,  close  quote. 
This  is  alleged  that  Hillary  Clinton  said  that. 

Mr.  Foster's  Travel  Office  diary,  Mr.  Foster  in  reconstructing  his 
conversations  with  the  First  Lady  after  the  fact  discusses  two  dis- 
cussions with  the  First  Lady.  The  first  was  in  the  context  of  a 
health  care  meeting  that  it  appears  that  Harry  Thomason  may  also 
have  been  present  at,  and  the  second,  another  health  care  meeting 
where  the  First  Lady  expresses  her,  quote,  general  frustration  with 
management  drift,  close  quote,  and  asked  nim  if  he  knew  about, 
quote,  any  problems  in  the  Travel  Office,  close  quote.  He  told  her 
Bill  Kennedy  was  looking  into  the  problems  at  the  Travel  Office. 

In  a  Thursday,  May  13,  meeting,  Foster  says  that  in  a  discussion 
with  Mack  McLarty,  Patsy  Thomasson,  and  David  Watkins,  quote, 
he  could  have  discussed  general  observation  that  Hillary  Rodham 
Clinton  generally  appeared  less  than  satisfied  with  timeliness  of 
decisionmaking,  i.e.,  closure,  close  quote. 

By  Saturday,  May  15th,  World  Wide  Travel  was  coming  to  the 
White  House  and  met  with  Billy  Dale  and  auditors.  On  Sunday, 
May  16,  1993,  World  Travel  agent.  Fan  Dozier,  said  she  was  in  the 
EOEB  and  ran  into  Harry  Thomason.  She  said  Harry  said  to  her, 
you  mean  they're  not  up  there  working  in  the  Travel  Office?  Harry 
Thomason  said  he'd  call  Hillary  Rodham  Clinton  and  she  would  bie 
very  upset  to  hear  they  were  still  there. 

Now,  my  question  is  to  any  of  you,  and  I  understand  there  is  a 
discrepancy  between  the  GAO  and  the  OPR  in  some  of  these,  in 
these  reports,  can  you  tell  us  how  involved  the  First  Lady  was  in 
this  issue  and  how  much  influence  she  exerted?  Then  can  you  give 
me  some  details  on  it,  if  you  will? 

Mr.  PODESTA.  I'm  happy  to  take  that  first.  I  think  the  first  ref- 
erence that  Mr.  Kennedy  made  to  highest  levels  of  the  White 
House,  there  is  no  indication  that  the  First  Lady  was  even  aware 
of  this  matter. 


574 

Mr.  Burton.  What  about  these  quotes  I  just  read  by  Foster  out 
of  his  diary  and  everything  else? 

Mr.  PoDESTA.  Foster,  that  occurred  in  a  conversation  that  oc- 
curred later  after  Mr.  Kennedy  had  originally  contacted  the  FBI, 
So  that's  for  starters. 

I  think  she  did  inquire  into  it.  She  heard  there  were  problems 
there.  She  asked  Mr.  Foster  whether  he  was  looking  into  it.  He  in- 
formed her  that  he  was,  that  Kennedy  was — had  taken  over  the 
matter.  He  later  informed  her  that  Peat  Marwick  will  review  the 
situation.  And  subsequent  to  that,  she  asked  Mr.  McLarty  whether 
he  was  on  top  of  the  situation  and  he  informed  her  that  he  was, 
he  was  looking  into  it.  But  I  think  her  involvement  was  rather  lim- 
ited. 

Mr.  Burton.  Who  do  you  think  Mr.  Foster  was  referring  to  when 
he  said  "his  clients"?  You  said  that  didn't  refer  to  the  President 
and  the  First  Lady.  Who  do  you  think  he  was  talking  about?  He 
was  working  at  the  White  House,  he  was  the  President's  attorney, 
who  do  you  think  he  was  talking  about? 

Mr.  PoDESTA.  Can  you  refresh  my  recollection  as  to  the  date  of 
that? 

Mr.  Burton.  May  13,  Mr.  Foster  mentioned  that  his  clients, 
meaning  the  President  and  Mrs.  Clinton,  were  concerned  about  the 
White  House  Travel  Office. 

Mr.  Podesta.  I  think  he — I  think  that  the  overall — Mr.  Foster 
was  coimsel  to  the  President  when  he  was  in  the  White  House 
coimsel's  office.  Watkins  had  come  to  see  him.  I  think  he  treated 
all  the  people  in  the  White  House. 

Mr.  Burton.  As  his  clients? 

Mr.  Podesta.  As  clients,  absolutely. 

Mr.  Burton.  You  have  got  to  be  kidding. 

Mr.  Podesta.  I  am  not  kidding. 

Mr.  Burton.  Oh,  my.  What  about  the  rest  of  these  remarks  that 
are  attributed  to  the  First  Lady  and  her  involvement,  what  she 
said  that  Vince  Foster  quoted? 

Mr.  Podesta.  Excuse  me? 

Mr.  Burton.  What  about  the  comments  that  were  made  by  the 
First  Lady  that  Vince  Foster  quoted? 

Mr.  Podesta.  Do  you  want  to  read  them  to  me? 

Mr.  Burton.  Mr.  Foster's  Travel  Office  diary.  Mr.  Foster,  in  re- 
constructing his  conversations  with  the  First  Lady  after  the  fact, 
discusses  two  discussions  with  the  First  Lady.  And  the  second  one, 
which  I  will  go  into  again,  expresses  her  general  frustration  with 
management  drift  and  asked  nim  if  he  knew  about  any  problems 
in  the  Travel  Office.  He  told  her  Bill  Kennedy  was  looking  into  the 
problems  in  the  Travel  Office. 

Mr.  Podesta.  I  think  that  is  accurate  and  as  stated  and  that's 
stated  in  our  report  that  we  released  on  July  2nd,  1993,  along  with 
the  memos  he's  seeing  Mrs.  Clinton  on  that.  Before  that  time,  be- 
fore we  released  this  report,  Mrs.  Clinton's  involvement  hadn't 
been  brought  up. 

Mr.  Burton.  I  have  been  told,  and  I  haven't  read  the  entire  re- 
ports, but  I  have  been  told  that  the  GAO  and  the  OPR  reports  are 
different  than — the  GAO  report  is  not  quite  as  thorough  as  the 
OPR  report.  Why  is  that? 
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Mr.  PODESTA.  Well,  I'd  let  GAO  and  OPR  reply  to  that. 

Mr.  Horn.  Would  the  gentleman  yield? 

Mr.  Burton.  Be  happy  to  yield  to  my  colleague  from  California. 

Mr.  Horn.  Let  me  just  note  that  as  far  as  the  GAO  goes  that  on 
page  15  of  the  draft  report  of  GAO,  it  notes  as  follows:  You  start, 
as  acknowledged  in  the  White  House  travel  financial  review,  the 
involvement  in  the  decision  to  remove  the  Travel  Office  employees 
of  individuals  with  potential  personal  or  business  interests  and  the 
outcome  created  at  least  the  appearance  of  a  conflict  of  interest. 
These  individuals'  actions,  reinforced  by  opinions  expressed  by  the 
First  Lady  that  changes  should  be  made,  appear  to  have  triggered 
the  Travel  Office  employees'  removal. 

The  question  is,  why  was  that  removed  in  the  final  report? 

Mr.  Clinger.  The  gentleman's  time  has  expired.  And  the  Chair 
now  recognizes  the  gentlelady  from  Florida,  Mrs.  Thurman. 

Mr.  Waxman.  Mr.  Chairman,  there  were  two  questions  asked  by 
the  Republicans  of  the  GAO,  and  I  think  the  representative  of  the 
GAO  ought  to  be  able  to  respond  to  both  of  those  questions.  We  will 
wait  our  turn  over  here.  This  is  a  hearing,  we  want  the  truth. 

Mr.  Clinger.  The  generosity  of  the  gentleman  from  California 
is — ^the  magnanimity  is  marvelous.  And  I  would  therefore,  in  yield- 
ing, thank  him  for  his  consideration.  I  have  been  trying  to  keep  the 
clock  very  close  on  all  members  here.  But  we  appreciate  your  mag- 
nanimity and  I  would  ask  the  witness  to  respond. 

Ms.  KINGSBURY.  OK.  The  first  question  was  an  explanation  of 
why  the  GAO  and  the  OPR  reports  may  differ.  And  without  having 
gone  into  a  detailed  analysis  of  exactly  how  they  differ,  I  would 
offer  the  observation  that  I  believe  that  the  OPR  investigators 
talked  to  a  number  of  people  as  a  part  of  its  effort  that  we  did  not 
talk  to.  And  so  it  would  not  surprise  me  that  there  were  some  dif- 
ferences. 

Our  description  of  the  role  of  the  First  Lady  in  the  final  report 
is  based  almost  entirely  on  the  interview  we  conducted  with  Mr. 
Watkins  and  responses  by  the  White  House  on  behalf  of  the  First 
Lady  to  specific  questions  we  put  to  her  in  following  that  up,  fol- 
lowing up  on  the  interview.  We  did  not,  I  would  emphasize,  talk 
to  Mr.  Thomason.  We  obviously  did  not  talk  to  Mr.  Foster.  We  did 
not  talk  to  a  lot  of  other  people  that  I  believe  the  OPR  report  did. 
And  if  the  committee  would  like  a  more  detailed  analysis  of  the 
specific  differences,  I  would  havje  to  get  additional  access  to  the 
OPR  report  to  do  that. 

With  respect  to  the  second  question,  which  is — ^has  to  do  with 
language  that  existed  in  a  draft  that  I  was  arguably  largely  respon- 
sible for  that  was  dated  in  the  middle  of  March,  1994,  I  have  to 
point  out  that  that  draft  was  written  while  our  audit  work  was  still 
;oing  on.  We  had  not  yet  received  the  responses  from  the  First 


That  language,  in  particular,  I  recall  was  taken  almost  exclu- 
sively from  the  management  review  as  a  source,  and  it  generalized 
the  conversations  that  may  have  taken  place  with  the  First  Lady. 
As  we  got  additional  information  and  got  in  particular  the  re- 
sponses from  the  First  Lady,  which  are  noted  in  a  footnote,  in  spe- 
cifics in  a  footnote  on  page  54,  below  the  description  of  what  Mr. 
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Watkins  had  said  she  said,  we  made  our  report  more  precise  to 
conform  to  the  evidence  we  had  available  to  us. 

Mr.  Clinger.  The  gentleman's  time  has  now  expired. 

Mr.  Horn.  Well,  could  I  have  one  follow-up? 

Mr.  Clinger.  I  am  sorry.  We  have  got  to  hold  the  line  here  or 
we  ^et  off  track.  And  I  would  now  recognize  the  gentlelady  from 
Florida  for  5  minutes,  Mrs.  Thurman. 

Mrs.  Thurman.  I  would  yield  my  time  to  the  gentleman  from 
Pennsylvania,  Mr.  Kanjorski. 

Mr.  Kanjorski.  This  is  directed  to  the  panel.  I  know  you  have 
made  an  investigation  of  what  happened  after  the  firing.  But  your 
investigations  had  to  go  back  and  determine  whether  or  not  there 
was  any  reason  for  the  firings.  Is  that  correct?  Is  there  anyone  that 
didn't  examine  what  the  status  of  the  Travel  Office  was  prior  to  the 
action  in  the  White  House  that  is  being  investigated? 

Mr.  Bell.  Again,  the  IRS  Inspection  investigation  was  limited  to 
the  internal  inquiry  within  the  IRS,  and  didn't  involve  matters  out- 
side of  the  IRS. 

Mr.  Kanjorski.  All  right. 

Mr.  Smith.  This  would  be  also  for  the  FBI,  purely  an  in-house 
inquiry  as  to  the  chronology  of  events  that  occurred  with  the  White 
House  contact,  but,  second^  if  we  violated  any  rules  and  policy,  pro- 
cedures within  the  FBI  with  those  contacts. 

Mr.  Kanjorski.  So  your  reports  do  not  go  back  as  to  any  condi- 
tions existing  in  the  White  House  prior  to  the  actions  taken  by  the 
White  House;  is  that  correct? 

Mr.  Smith.  That's  correct  for  the  FBI. 

Mr.  Shaheen.  Congressman,  that  applies  as  well  to  our  report. 

Mr.  Kanjorski.  So  you  don't  know  and  have  no  information  as 
to  what  the  existence  of  circumstances  were  coming  up 

Mr.  Shaheen.  We  have  general  information  that  we  gleaned  in 
the  course  of  some  interviews,  but  that  was  not  part  of  our  inves- 
tigative charge. 

Mr.  Kanjorski.  Not  part  of  your  investigative  charge,  but  you 
have  information  now  as  to  what  the  conditions  were  in  the  Travel 
Office  and  related  travel  conditions? 

Mr.  Shaheen.  We  got  information  that  it  was  not  a  tidy  place. 

Mr.  Kanjorski.  OIC  Well,  then,  my  question  is  directed  to  you, 
sir,  to  the  GAO,  and  to  Mr.  Podesta.  Is  there  any  reason  in  the 
world,  having  all  the  information  at  your  command  after  your  in- 
vestigation and  knowing  what  was  occurring  in  the  White  House 
Travel  Office  for  the  previous  3  months  before  the  discharge  and 
for  the  12  years  prior  to  that  as  a  result  of  any  information  or  stud- 
ies that  proper  activity  wasn't  taken  to  change  the  circumstances 
of  the  management  of  that  office? 

Ms.  Kingsbury.  We  examined  some  of  the  records  of  the  Travel 
Office  for  the  period  from  January,  1992,  forward.  We  were  unable 
to  do  a  comprehensive  review.  Our  findings  clearW  support  the 
KPMG  Peat  Marwick  findings  that  there  were  significant  financial 
management  weaknesses  in  that  office.  We  do  not  have  an  inde- 

Eendent  view  of  whether  or  not  that  meant  the  employees  should 
e  fired  or  not. 

Mr.  Kanjorski.  There  was  no  question  about  mismanagement  in 
that  office;  is  that  correct? 
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Ms.  Kingsbury.  Not  to  us,  sir. 

Mr.  Kanjorski.  Yourself,  Mr.  Shaheen,  do  you  concur  with  that? 

Mr.  Shaheen.  We  agpree  there  was  mismanagement  in  the  office. 
I  don't  have  a  basis  on  which  to  determine  whether  it  was  appro- 
priate or  not  to  fire  them. 

Mr.  Kanjorski.  Mr.  Podesta,  in  your  internal  study,  do  you  have 
any  indication  that  there  was  abuse,  mismanagement,  and  poten- 
tiallv  fi*aud  existing  in  the  Travel  Office  prior  to  the  action  taken 
by  the  White  House  that  is  the  purpose  of  this  inquiry? 

Mr.  Podesta.  We  concluded  I  think  based  on — ^largely  on  the 
Peat  Marwick  study  that  management  changes  were  necessary  in 
the  Travel  Office  and  that  the  firings  of  the — of  the  people  respon- 
sible for  the  financial  affairs  of  the  Travel  Office  were  within  rea- 
sonable— within  reason  for  the  White  House. 

Mr.  Kanjorski.  In  the  prior  examination  of  some  of  the  members 
on  the  other  side,  they  asked  you  whether  or  not  there  were  nota- 
tions of  the  President  of  the  United  States  himself  on  some  of  the 
memorandum.  And  I  understand  that  you  have  seen  those  docu- 
ments. All  of  you  have  seen  those  documents? 

Ms.  Kingsbury.  No. 

Mr.  Podesta.  I  think  just  I  have  seen  them. 

Mr.  Kanjorski.  OK.  They  were  shared  with  the  committee;  is 
that  correct? 

Mr.  Podesta.  That — that's  my  understanding,  yes. 

Mr.  Kanjorski.  May  I  make  an  inquiry  of  tne  chairman?  Did 
those  documents  come  to  this  committee  upon  a  request  of  this 
committee  of  the  Office  of  the  President? 

Mr.  Clinger.  I  am  not  sure  which  documents  you  are  referring 
to. 

Mr.  Kanjorski.  There  was  a  notation  of  a  memorandum  to  the 
President  of  the  United  States  where  he  actually  made  a  notation. 

Mr.  Davis.  If  the  gentleman  would  yield,  as  I 

Mr.  Clinger.  No,  I  am  advised  that  we  did  not  have  that.  There 
was  a  redaction.  We  did  hear  about  it  from  the  media,  but  we 
never  had  access  to  that  document. 

Mr.  Kanjorski.  You  mean  we  received  that  document  not  di- 
rectly fi-om  the  Office  of  the  President,  but  through  the  media? 

Mr.  Davis.  No,  Mr.  Chairman.  Would  the  gentleman  yield?  We 
have  the  underlying  document,  but  one  page  was  redacted.  And  the 
page  with  the  President's  comments  I  assume  was  redacted. 

Mr.  Kanjorski.  But  you  did  receive  that  document  from  the 
White  House  but  subsequently  someone  provided  you  with  the  re- 
dacted copy? 

Mr.  Davis.  No  one  provided  me  with  a  redacted  copy.  We  just  did 
it  here. 

Mr.  Kanjorski.  I  understand  the  copy  you  had  did  not  have  the 
President's  notations  on  it;  is  that  correct? 

Mr.  Davis.  That  is  correct. 

Mr.  Kanjorski.  Where  did  the  notations  come  that  were  referred 
to  in  cross-examination  of  these  witnesses? 

Mr.  Davis.  I  just  asked.  I  assume  the  media  had  it  somewhere, 
but  it  was  not  provided  by  the  White  House. 

Mr.  Kanjorski.  So  it  came 
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Mr.  Davis.  Except  under  cross-examination,  we  got  a  redacted, 
empty  copy. 

Mr.  Kanjorski.  It  makes  a  point.  The  point  is,  when  this  com- 
mittee held  hearings  in  1992  of  the  Bush  White  House,  we  re- 
quested five  members  of  the  President's  staff  to  testify.  And  at  that 
time  his  chief  assistant  asserted  that  the  President  was  exercising 
executive  privilege,  that  he  would  not  even  allow  some  of  his  assist- 
ants to  come  to  the  Congress  of  the  United  States  to  tell  us  in  gen- 
eral form  what  facts  existed  in  the  Travel  Office  of  the  President. 
And  the  point  I  think  I  want  to  make  is  that  there  isn't  anyone 
here  asserting  that  there  hasn't  been  total  cooperation  in  every  re- 
gard, even  giving  documents  that  have  notations  with  the  Presi- 
dent's own  handwriting  on  those  documents  to  this  committee  in 
assisting  us  to  make  this  examination.  Is  that  correct? 

One  other  point 

Mr.  Horn.  Would  the  gentleman  yield  for  a  question?  I  am  just 
curious.  The  document  you  are  talking  about  was  released  to  the 
press  apparently,  but  not  released  to  this  committee.  Am  I  wrong 
on  that? 

Mr.  PoDESTA.  I  am  looking  for  a  representative  of  the  White 
House  counsel's  office,  but  it  was  my  understanding  that  the  docu- 
ment that  you  have  with  the  redaction  was  made — was  sent  to  the 
committee,  and  that  the  redaction,  the  redacted  portion  was  made 
available  for  inspection  by  the  chairman  and  other  members  of  the 
committee. 

Mr.  Horn.  It  doesn't  make  sense  to  me  that  you  have  sent  us  the 
document  with  the  President's  notations,  then  you  have  redacted  it 
when  the  chairman  looked  at  it.  I  don't  get  it. 

Mrs.  Collins  of  Illinois.  Regular  order. 

Mr.  Davis.  Would  the  gentleman  jrield?  Let  me  try  to  explain.  As 
I  understand  the  White  House 

Mr.  Kanjorski.  It  is  my  time,  Mr.  Chairman. 

Mr.  Clinger.  The  gentleman  from  Pennsylvania  has  the  time. 

Mr.  Davis.  If  the  gentleman  will  yield 

Mr.  Kanjorski.  I  am  not  going  to  yield  for  everybody's  expla- 
nation. I  will  yield  to  Mr.  Waxman  from  California.  It  is 

Mr.  Waxman.  My  understanding  from  the  White  House  counsel 
was  the  documents  were  given  to  the  committee,  but  the  Presi- 
dent's notation  on  the  document,  that  was  held  for  inspection  but 
not  turned  over  to  committee  because  the  President's,  obviously, 
personal  statement  to  his  staff  is  privileged.  But  information  was 
given  to  this  committee,  this  committee  knew  about  it,  and  I  think 
the  gentleman  from  Pennsylvania's  point  is  that  all  the  documents 
that  everybody's  ever  had  on  this  whole  subject  has  been  given  by 
the  White  House  and  everybody  involved  to  this  committee,  unlike 
the  investigation  he  conducted  in  the  Bush  White  House. 

Mr.  Clinger.  The  gentleman's  time  has  expired  and  I  am  now 
going  to  recognize  Mrs.  Morella. 

Before  I  do,  I  would  just  like  to  indicate  these  are  the  documents 
which  were  turned  over  to  the  gentleman  from  Pennsylvania,  Mr. 
Kanjorski,  by  Mr.  Larsen.  So  I  would  point  out  there  are  plenty  of 
documents  here. 
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Mr.  Kanjorski.  May  I  ask  unanimous  consent  to  have  2  minutes 
to  explain  the  purpose  of  my  question,  now  that  you  have  shown 
the  documents  my  committee  received,  so  the  record  is  clear? 

Mr.  Clinger.  Is  there  objection? 

Mr.  Davis.  If  the  gentleman  will  allow  me  30  seconds  of  that  to 
answer  his  question. 

Mr.  Kanjorski.  If  we  get  unanimous  consent  of  2V2  minutes,  I 
will  yield  30  seconds  to  you. 

Mr.  Clinger.  Is  there  objection? 

Mr.  Mica.  Reserving  the  right  to  object. 

Mr.  CUNGER.  And  the  gentleman  reserves  the  right  to  object. 
Does  the  gentleman  object? 

Mr.  Mica.  Yes.  I  would  like  to  just  comment  on  my  reservations. 

Mr.  Waxman.  I  object.  I  object  to  the  unanimous  consent. 

Mr.  Clinger.  The  gentleman's  objection  is  heard,  and  the  Chair 
now  recognizes  the  gentlelady  from  Maryland,  Mrs.  Morella. 

Mrs.  Morella.  Thanks,  Mr.  Chairman.  I  wanted  to  get  back  on 
the  track  that  I  have  been  trying  to  pursue.  And  I  recognize  and 
value  the  deliberations.  I  am  concerned  about  what  happened  to 
these  gentlemen  who  were  dedicated  civil  servants.  And  so  in  terms 
of  pursuing  that,  early,  early  on,  I  think  I  mentioned  something 
about  what  happened  on  Mav  19th  as  the  new  travel  people  were 
coming  in,  the  others  were  being  fired  on  the  upper  floor.  But  I 
have  found  out  also,  since  then,  that  this  had  been  anticipated,  this 
firing  had  been  anticipated  long  before  that  time;  and  that,  frankly, 
the  locks  to  the  White  House  Travel  Office  had  been  changed  on 
the  17th  and  the  keys  that  they  had  didn't  work  when  they  arrived 
at  work.  All  of  these  kinds  of  things  had  happened,  and  I  think  it 
is  important  that  the  record  demonstrate  that,  too.  And  I  won- 
dered, Mr.  Shaheen,  didn't  you  find  in  your  report  that  the  FBI  had 
been  asked  not  to  fire  the  employees  Defore  they  had  a  chance  to 
review  the  Peat  Marwick  work? 

Mr.  Shaheen.  I  think  the  FBI  had  been— that  their  opinion  had 
been  solicited,  but  I  don't  think  that  their  answer  was  a  dispositive 
one  as  far  as  the  White  House  was  concerned. 

Mrs.  Morella.  I  think  it  said  that  it  was  kind  of  immature — not 
immature,  premature.  Immature  also  maybe,  but  premature? 

Mr.  Shaheen.  Right. 

Mrs.  Morella.  So  the  point  is  no  investigation  had  been  held. 

I  also  was  concerned  about  jumping  to  conclusions  without  doing 
research,  not  only  in  that  regard,  but  the  idea  that  Mr.  Podesta, 
Ms.  Kingsbury,  and  Mr.  Shaheen,  I  understand  that  you  reported 
that  Ms.  Cornelius  told  David  Watkins,  Vince  Foster,  William  Ken- 
nedy, Harry  Thomason,  and  eventually  agents  from  the  FBI,  that 
the  White  House  Travel  Office  employees  lived  extravagant  life- 
styles, well  beyond  the  means  of  government  employees.  Is  that 
correct,  that  that  had 

Mr.  Shaheen.  She  did — that  was  provided  to  us  in  interviews, 
yes. 

Mrs.  Morella.  Well,  did  any  of  these  persons  to  whom  these  al- 
legations were  made  do  any  checking  on  it  before  we  begin  to  tar- 
nish characters? 

Mr.  Shaheen.  In  our  case,  Congresswoman,  they  were  not  rel- 
evant with  respect  to  our  investigative  charge. 
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Mrs.  MORELLA.  They  were  not  relevant? 

Mr.  Shaheen.  For  our  purposes,  they  were  not  relevant. 

Mr.  PoDESTA.  Mrs.  Morella,  that  may  be  a  question  better  di- 
rected to  Mr.  Smith. 

Mrs.  Morella.  OK,  great,  Mr.  Smith,  thank  you. 

Mr.  Smith.  At  the  time  of  the  initial  investigation  that  we  con- 
ducted, and  I  made  a  chronology  of  the  contacts  with  the  White 
House,  I  think  it  was  on  the  13th  that  Mr.  Kennedy  offered,  he 
said  he  had  three  options  to  deal  with  the  White  House.  One  of 
them  was  to  fire  the  seven  employees.  Second  was  to  send  them 
home  and  seal  the  office  and  conduct  an  audit.  And  third,  to  send 
half  of  them  home  and  use  the  remainder  to  assist  in  the  audit. 

At  that  particular  time,  the  two  unit  chiefs  that  were  at  the 
White  House,  unit  chiefs  Apple  and  Foran,  refused  to  provide  Mr. 
Kennedy  with  any  advice  in  that  regard.  Later  on  of  course,  I  think 
it  was  that  day  or  the  next  day,  they  did  in  fact  meet  Ms. 
Cornelius.  At  that  time,  she  voiced  concerns  for  the  life-styles  that 
some  of  the  Travel  Office  employees  were  using,  without  any  elabo- 
ration, I  might  add.  Other  concerns  are  things,  such  as  no  competi- 
tive bids,  checks  written  to  cash  and  things  of  that  nature.  But  it 
was  just  that — statements  made  at  that  time  without  any  support- 
ing documents  or  anything. 

Mrs.  Morella.  Right.  And  my  concern  is  that  a  statement  like 
that  that  was  made  was  picked  up  by  others  and  perhaps  used  in 
this  investigation.  And  I  think  it  is  a  terrible  situation  for  us  in 
government  to  have  occur  with  our  dedicated  people.  You  want  to 
comment  on  that? 

Mr.  PoDESTA.  I  would  just  note  that  that  occurred  on  the  after- 
noon of  the  13th,  when  I  believe  Agents  Wade  and  Carl  interviewed 
Ms.  Cornelius;  is  that  right?  Two  of  the  FBI  agents  came  in  and — 
Wade  and  Carl  interviewed  Ms.  Cornelius.  And  I  believe  at  that 
point  they  determined  they  had  predication  to  begin  an  investiga- 
tion. It  was  Mr.  Foster  who  I  think  kind  of  slowed  down  things  and 
said,  let's  get  Peat  Marwick  in,  let's  see  the  status  of  the  Travel 
Office  before  we  do  anything  precipitous. 

Mrs.  Morella.  I  certainly  hope  that,  you  know,  that  won't  hap- 
pen again. 

I  am  also  concerned  about  the  fact  that  these  people  were  not 
even  placed  on  administrative  leave.  I  think  it  was  like  a  week  to — 
you  know,  on  a  week-to-week  basis  which  simply  exacerbates  the 
anxiety. 

Mr.  PoDESTA.  I  don't  think  that's  right,  Mrs.  Morella.  They  were 
put  on  administrative  leave  until  June  5th,  as  of  May  19tn.  And 
then  on  May  25th,  they  were — Mr.  Garrett  and  Mr.  McLarty  made 
an  announcement  that  they  would  have  extended  administrative 
leave  until  new  positions  could  be  found  for  them  following  the  in- 
quiry at  the  Justice  Department. 

Mrs.  Morella.  It  also  appears  as  though  they  were  the  only  ones 
who  knew  how  to  run  the  Travel  Office,  too.  Because  you  had  peo- 
ple that  went  into  the  Travel  Office  that  didn't  even  know  how  it 
operated,  who  had  to  ask  questions.  Is  that  not  the  case? 

Mr.  PoDESTA.  I  think  there— I  think  there  was— I  would  say  that 
with  regard  to  the  commercial  ticketing  side,  that  operation  was  up 
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and  running  quickly  and  run  well  by  American  Express  almost  im- 
mediately. 

With  regard  to  the  contracting  of  airplanes  and  the  provision  of 
those  services,  within  a  relatively  rapid  period  of  time  that 
smoothed  out,  although  the  first  trip  had  problems,  the  trip  that 
immediately  followed  the  firings,  which  I  think  was  on  Saturday 
following  the  Wednesday  firings. 

Mrs.  MoRELLA.  Well,  Mr.  Chairman,  with  all  that  has  been  un- 
covered, brought  out  during  this  hearing,  I  guess  what  I  want  to 
bring  out  is  the  sad  saga  of  mistreatment  of  human  beings  who 
have  given  a  great  number  of  years  and  expertise  and  commitment 
to  their  government.  And  I  hope  that  among  all  the  things  we  may 
learn  that  this  will  not  be  repeated. 

I  yield  back  the  balance  of  my  time,  Mr.  Chairman. 

Mr.  CuNGER.  The  gentlelady  yields  back  the  balance  of  her  time. 

The  gentleman  from  Pennsylvania,  Mr.  Holden. 

Mr.  Holden.  Mr.  Chairman,  I'll  pass  at  this  time  and  reserve  the 
balance  of  my  time. 

Mr.  Clinger.  The  gentleman  reserves  the  balance  of  his  time. 

The  gentleman  from  California,  Mr.  Horn,  is  recognized  for  5 
minutes. 

Mr.  Horn.  Thank  you  very  much,  Mr.  Chairman. 

Let  me  pursue  the  White  House  management  report,  Mr.  Pode- 
sta,  and  the  GAO.  As  I  understand,  staff  has  counted  the  ref- 
erences to  the  management  report  and  it  appears  44  times  in  the 
GAO  document. 

Let  me  first  ask  you,  Ms,  Stansbury,  did  you  have  all  of  that  re- 
port available  to  you? 

Ms.  Kingsbury.  I  had  the  report  available  to  me.  I  had  no 
records  underlying  the  report  available  to  me,  if  that's  your  ques- 
tion. 

Mr.  Horn.  Well,  I  understand  it's  a  907-page  report.  Am  I  cor- 
rect, Mr.  Podesta? 

Mr.  Podesta.  No. 

Mr.  Horn.  What  is  it? 

Mr.  Podesta.  It's  a — ^it's  a 

Ms.  Kingsbury.  Shorter  report. 

Mr.  Podesta.  Twenty-eight-page  report  with  exhibits,  which  are 
another  probably  40  pages. 

Mr.  Horn.  Well,  I  was  told  that  600  pages  were  furnished  to  the 
committee.  Am  I 

Mr.  Podesta.  Those  are  working  papers. 

Mr.  Horn.  Those  are  working  papers?  Well,  the  committee  asked 
for  the  full  works,  which  I  believe  is  907  pages,  including  working 
papers,  interviews 

Mr.  Podesta.  I  think — ^that  whole  907  pages,  I  think,  goes  be- 
yond the  working  papers  of  our  review  and  includes  some  papers 
that  were  generated  by  the  White  House  Counsel's  office. 

Mr.  Horn.  OK.  And  two-thirds  of  it  were  furnished.  And  then 
I'm  told  the  chairman  would  be  permitted  to  read  the  remaining 
300.  My  problem  being,  what's  left  out  and  did  GAO  have  access 
to  those  working  papers? 

Ms.  Kingsbury.  The  answer  to  that  last  question  is,  no,  sir,  not 
all. 
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Mr.  Horn.  You  had  no  access  to  them,  but  you  did  depend 

Ms.  Kingsbury.  We  were  not  told  they  existed. 

Mr.  Horn.  Yeah,  and  that's  true,  it  sort  of  squeezes  out  and 
drips  out. 

Now  let  me  ask  a  question  of  all  of  you,  because  I  am  very  inter- 
ested in  the  process  by  which  this  whole  thing  goes  on.  This  won't 
be — this  isn't  the  first  time,  it  won't  be  the  last  time,  that  we  inves- 
tigate a  White  House  function  or  an  upper-level  government  func- 
tion. And  I  think  most  of  you  have  had  an  experience  doing  this 
before  somewhere  in  the  executive  branch. 

I'm  sure  Ms.  Stansbury  has.  And,  Inspector  Smith,  I  take  it 
you've  investigated  various  executive  departments.  Mr.  Shaheen 
certainly  has  had  that  experience;  and  Inspector  Bell,  I  think 
you've  investigated  a  number  of  executive  departments. 

Well,  let  me  ask  you  this.  On  a  scale  of  essentially  0  to  10,  would 
you  say  your  experience  in  the  White  House  Travel  Office  operation 
is  at  either  0,  where  there's  no  cooperation,  or  5,  where  there's  av- 
erage cooperation,  or  10,  where  there's  an  amazingly  wonderful, 
stupendous  degree  of  cooperation?  Where  would  you  put  the  experi- 
ence you  had  with  the  White  House  in  terms  of  being  forthright 
and  cooperative,  from  0  to  10? 

Mr.  Bell.  Again,  Mr.  Horn,  our  investigation  was  completely  in- 
ternal to  the  IRS.  We  made  no  inquiries  at  the  White  House.  But 
within  the  IRS,  I  would  state  again  that  all  of  the  cooperation 
would  be  at  a  10  level.  Everything  was  provided  to  us  in  our  inves- 
tigation, and  all  employees  involved  in  this  matter  were  made 
available,  not  only  to  us,  but  to  the  GAO. 

Mr.  Horn.  So  the  White  House  wasn't  involved  at  all,  you  had 
the  records  and  you  simply  explored  them? 

Mr.  Bell.  The  White  House  was  not  part  of  our  investigation. 
The  records  within  the  IRS  were  the  only  records  that  we  utilized. 

Mr.  Horn.  Right.  Mr.  Shaheen? 

Mr.  Shaheen.  Congressman,  let  me  try  answering  your  question 
this  way,  and  see  if  it  responds.  We  have  had,  over  the  last  nearly 
20  years,  occasion  to  investigate  senior  people  at  the  White  House 
at  the  direction  of  different  Attorneys  General,  involving  adminis- 
trations of  both  parties.  We  have  uniformly  received  full  coopera- 
tion. It's  as  though  they  were  in  each  instance  employees  of  the  De- 
partment of  Justice.  They  were  as  cooperative  as  they  could  be,  the 
other — the  other  investigations  we  conducted. 

This  one  was  without  precedent  in  terms  of  its  failure  of  coopera- 
tion and  candor.  And  I  don't  impute  ill  motive  a  hundred  percent. 
This  was  a  brand-new  administration,  they  were  4  months  into  it. 
We  were  talking  about  a  beloved  person  in  the  White  House  Coun- 
sel's office,  a  Deputv  Counsel  to  the  President,  who  was  a  close 
friend  of  many  people  over  there,  who  had  killed  himself.  You  had 
sensitivities  that  were  raw. 

You  had  the  Director  of  the  FBI  under  investigation,  vou  had  rel- 
ative inexperience  by  a  number  of  the  people  in  the  White  House 
Counsel's  office. 

So  if  I  can — ^if  you  permit  me  to  set  the  stage,  I  think  these  are 
very  bright  people  in  the  White  House  CounsePs  office;  they  should 
have  known  better.  We  were  terribly  disappointed.  We  were  as  dis- 
appointed as  we  were  dismayed  by  the  failure  of  cooperation.  But 
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putting  it  in  context,  I  think  that  explains  some  part  of  their  fail- 
ure. 

But  if  I  had  to  put  it  on  a  scale  of  0  to  10,  4. 

Mr.  Horn.  OK.  Ms.  Stansbury? 

Ms.  Kingsbury.  Kingsbury,  just  to  get  it  right. 

Mr.  Horn.  I'm  sorry.  One  of  my  close  friends  is  Stansbury,  and 
I  just  looked  at  the  end  of  it. 

Ms.  Kingsbury.  I'll  take  it  as  a  compliment  and  put  this  where 
you  can  see  it. 

Mr.  Horn.  You've  had  a  lot  of  experience.  Where  do  you  rank  it? 

Ms.  Kingsbury.  Well,  I  think  again,  as  with  Mr.  Shaheen,  I 
think  you  have  to  think  about  what  you  compare  it  to.  This  was, 
as  I  said  in  my  statement,  an  extraordinarily  difficult  job  in  com- 
parison to  the  average  run-of-the-mill  audit  we  conducted  in  an  ex- 
ecutive branch  agency. 

It  was  not — we've  had  executive  branch  agencies  get  difficult  as 
well.  So  by  that  comparison,  I'd  have  to  rank  it  fairly  low.  On  the 
other  hsind,  we  have  had  other  experiences  in  other  White  Houses, 
in  other  administrations,  in  which  the  extent  to  which  documents 
were  forthcoming  in  this  experience  was  in  fact  better  than  our  ex- 
perience has  been  at  some  points  in  the  past. 

While  we  did  not  get  every  document  now  known  to  exist,  we  got 
a  whole  lot  of  documents.  We  had  to  be  patient,  because — larcely 
because  of  the  criminal  investigation,  I  think.  But  we  got  a  whole 
lot  of  documents.  So  somewhere  in  the  middle  is  probably  about 
right  against  the  scale  of  audits  at  the  White  House.  Better  than 
that  in  some  other  places.  I  mean,  the  cooperation  we  had  from  the 
IRS  and  the  aJbility  we  had  to  handle  that  part  of  the  story  was 
extraordinarily  good. 

Mr.  ScHlFF  [presiding].  The  gentleman's  time  has  expired. 

Mr.  Horn.  Inspector  Smith,  could  we  get  his  answer  to  complete 
the  question? 

Mr.  ScHlFF.  Briefly,  Mr.  Smith,  if  you  would. 

Mr.  Smith.  As  I  pointed  out  in  my  initial  statement,  we  didn't 
interview  anyone  outside  of  the  FBI.  So  it  would  be  difficult  for  me 
to  put  a  numerical  evaluation  on  cooperation  with  the  White 
House. 

Mr.  Horn.  So  there  were  no  records  denied?  There  were  no 
records  denied  that  you  needed? 

Mr.  Smith.  We  didn't  ask  for  any  records. 

Mr.  ScHiFF.  Mr.  Barrett  from  Wisconsin,  you're  recognized  for  5 
minutes. 

Mr.  Barrett.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  I  would 
jrield  my  time  to  Mr.  Kmijorski  from  Pennsylvania. 

Mr.  ScHlFF.  The  time  is  yielded. 

Mr.  Kanjorski.  Thank  you  very  much,  Mr.  Barrett. 

Mr.  Chairman,  eveiything  has  to  be  put  in  perspective,  and  I 
think  Ms.  Kingsbury  did  that  very  well  in  comparing  the  coopera- 
tion of  the  White  House  with  this  investigation  as  opposed  to  other 
investigations. 

And,  of  course,  I  was  involved  in  the  travel  investigation  of  the 
White  House  in  the  immediate  preceding  administration  of  Mr. 
Bush.  And  at  that  time  this  committee  requested  the  presence  of 
five  individuals  from   the  White   House.  They  consisted  of  Mr. 
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McBride,  who  was  Assistant  to  the  President  for  Management  and 
Administration;  and  Mr,  Bateman,  who  was  Deputy  Assistant  to 
the  President  for  Management  and  Director  of  the  Office  of  Admin- 
istration. The  third  member  was  Mr.  Brennan,  Administrative  Op- 
erations Division  Office  of  the  Administration  of  the  White  House; 
and  the  fourth  member,  Mr.  Alexander,  Director  of  Administration, 
Office  of  PoHcy  Development,  at  the  White  House;  and  the  fifth 
member  was  Mr.  Rasmussen.  When  we  convened  that  hearing 
some  2  years  and  3  months  ago,  we  had  five  very  empty  seats. 
They  just  absolutely  refused  to  come  and  testify  before  a  committee 
of  the  Congress  of  the  United  States,  that  was  the  authorizing  com- 
mittee for  White  House  travel. 

After  various  discussions  internally  within  the  committee,  with 
the  Clerk  of  the  House,  an  attorney  for  the  House,  after  the  sugges- 
tion of  the  need  for  direct  subpoenas,  and  the  assertion  of  executive 
privilege  by  the  White  House  on  these  people,  it  was  finally  con- 
cluded that  two  members  would  testify,  Mr,  Rasmussen  and  Mr. 
Larsen.  And  the  reason  that  is  so  interesting  is,  Mr,  Larsen  was 
the  person  who  in  the  White  House  who  realw  was  responsible  for 
all  the  documentation  that  2  years  ago  should  have  flown  to  this 
committee  and  didn't.  And  though  ultimately  he  did  testify  for  6V2 
hours,  it  was  without  the  benefit  of  practically  any  internal  docu- 
ments from  the  White  House  of  even  the  most  minimal  importance, 
no  less  documentation  that  had  notations  from  the  President  or 
memorandums  directly  to  the  President. 

The  point  I  am  making  is  that  in  prior  administrations,  there 
was  an  attempt  to  absolutely  stonewall  the  Confess.  And  then  we 
discovered  that  the  Chief  Investigator  of  this  committee,  Mr. 
Larsen,  comes  from  that  very  atmosphere  to  the  Congfress  of  the 
United  States,  knew  and  testified  for  6V2  hours  on  this  very  subject 
matter  of  the  abuse,  mismanagement,  miscontrol  of  travel  in  the 
White  House.  And  knowing  fiili  well,  Mr.  Moran  and  other  mem- 
bers of  my  subcommittee  and  Mr.  Burton  sat  for  literally  15 
months  in  investigation  and  hearings,  and  over  the  period  of  9 
months  of  this  new  Congress,  Mr.  Larsen,  as  chief  investigator  of 
this  committee,  never  saw  fit  to  call  me  and  notify  me  tnat  the 
chairman  was  interested  in  this  issue  and  what  information  we 
may  be  able  to  impart  to  him  that  would  help  in  that  investigation. 

But,  in  fact,  the  approach  here  is  a  very  narrow  approach,  to  talk 
about  merely  the  firing  circumstances.  It  reminds  me  when  I  tried 
a  case  one  time  and  we  agreed  to  bifurcation  of  the  issue  of  neg- 
ligence and  damages.  My  client  was  in  a  bowling  alley,  he  stepped 
on  a  slippery  element  that  was  on  the  alley,  and  we  were  only  al- 
lowed to  put  in  the  testimony  of  negligence.  So,  suddenly,  he  hit 
the  slippery  spot,  flew  up  in  the  air,  and  that  was  the  end  of  our 
testimony. 

Here  we  have  the  same  thing.  We're  asked  to  hear  in  bifurcation 
what  happened  at  the  White  House  after  a  set  of  circumstances 
when  the  new  President  was  in  only  120  days;  and  the  American 
people,  listening  out  there  as  to  whv  did  this  all  occur,  if  we  had 
a  total  complex  picture  of  what  haa  been  happening  for  12  years 
in  the  White  House  prior  to  the  Clinton  administration,  through 
multiple  examinations  by  the  General  Accounting  Office  where 
their  officials  related  to  me,  although  Ms.  Kingsbury  may  not  be 
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aware  of  those  conversations,  but  we're  willing  to  call  them  if  it's 
need  be,  that  they  were  stonewalled,  not  provided  with  documents, 
not  gfiven  the  information,  and  had  zero  cooperation  from  the  White 
House  over  periods  of  years,  not  only  months. 

With  all  this,  I  think  we  can  conclude  that  this  picture  of  at- 
tempting to  bifurcate  what  happened  is  going  to  give  a  total 
misimpression  to  the  American  people  that  tnere  is  not  a  substan- 
tial element  of  fact  and  information  that  iustifies  exactly  what  hap- 
pened. That  does  not  justify  the  new  administration's  inability  to 
properly  hemdle  the  situation  or  bungle  the  situation. 

When  I  heard  of  the  dismissal  of  the  Travel  Office,  I  said  finally, 
after  4  months,  they  have  gotten  to  a  root,  core  problem  in  the 
White  House.  Little  did  I  understand  that  it  was  not  handled  with 
the  type  of  sophistication  that  I  had  expected.  But  never  did  I 
doubt  that  there  was  justification  for  cleaning  up  what  I  considered 
a  clear  rat's  nest  in  the  White  House.  And  I  c£m  go  on.  It  exists 
in  other  travel  portions  of  the  executive  branch  of  government. 

Now  we're  here  with  the  American  people  watching  us,  and 
they're  trying  to  figure  out  why  five  people  are  called  here  to  tell 
us  the  nature  of  their  reports  on  a  very  small  period  of  time,  and 
I'm  not  sure  what  we're  asking  them.  They've  all  submitted  re- 
ports. They  feel  very  good  about  it;  they  had  documents  that  even 
had  notations  of  the  President  of  the  United  States  on  them.  We 
had  letters  from  Judge  Mikva  to  the  chairman  of  the  committee 
that  all  documents  have  been  exposed.  Some  had  to  be  done  in 
camera,  but  they  are  perfectly  available,  everything  is  available, 
everything  is  before  the  Congress.  What  should  be  bMBfore  the  Con- 
gress and  the  American  people  is  the  history  of  travel  in  the  White 
House  and  travel  in  the  Executive  Office  of  the  President  for  the 
last  12  years,  up  until  now.  And  as  I  discussed  with  Chairman 
dinger  the  other  day,  I  believe  that  processes  have  to  be  put  in 
place  very  consistent  with  recommendations  made  by  the  General 
Accounting  Office  over  a  term  of  years  of  how  office  travel  or  how 
travel  should  be  handled  in  the  Executive  Office  of  the  President 
so  that  there's  a  proper  accounting,  voucher  systems  that  are  cor- 
rect, and  for  documentation  easily  exposable  not  only  to  the  Con- 
gress of  the  United  States,  but  to  the  media  and  the  American  peo- 
ple so  that  they  understand  that  never  again  should  we  have  a 
President  whose  White  House  spent  almost  $200  million  for  travel 
in  1  year. 

And  I  can  tell  you  one  thing  as  a  result  of  watching  the  Clin- 
ton  

Mr.  SCHIFF.  The  time  has  expired. 

Mr.  Kanjorski.  I  would  just  conclude,  if  I  may. 

We  have  not  had  that  experience  in  the  last  2  years. 

Mr.  SCHIFF.  Thank  you.  I  now  recognize  myself  for  5  minutes, 
and  want  to  say  first,  since  I'm  sitting  in  temporarily  for  our  chair- 
man, Con^essman  dinger,  that  more  than  2  years  ago  he  did  ex- 
press his  mterest  in  the  subject  and  was  ignored  by  the  then-ma- 
jority that  ran  this  committee. 

And  I  want  to  go  on  further  now  and  ask  Mr.  Podesta,  there  was 
a  subject  I  was  asking  you  about  when  I  ran  out  of  time  before, 
come  back  to  it  for  that  reason.  And  this  deals  with  the  file  of  the 
late  Mr.  Vincent  Foster  and  the  White  House  Travel  Office. 
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Mr.  Shaheen  has  testified  before  that  he  learned  about  this  in 
July  1995.  You  learned  about  it  as  a  White  House  staff  member  in 
July  1994,  and  I  asked  you,  where  was  the  file  on  Mr.  Foster's 
death  from  July  1993  to  July  1994;  and  I  believe  you  said  you  be- 
lieved it  was  in  the  possession  of  White  House  Counsel,  Mr.  Nuss- 
baum.  Is  that  right? 

Mr.  PODESTA.  That's  correct. 

Mr.  ScHlFF.  Do  you  know  why,  and  you  may  not  know  why  but 
do  you  know  why  Mr.  Nussbaum  did  not  make  that  file  available 
in  1993  to  the  various  investigations  that  were  going  on  at  that 
time? 

Mr.  PoDESTA.  I  believe  that  he  has  said  that  he — ^that  he  was 
aware  of  the  matters  that  they  had  requested— of  the  document  re- 
quests that  they  had  made,  and  thought  it  was  either  privileged  or 
outside  the  scope.  But  I  should  defer  to  Mr.  Nussbaum. 

Mr.  ScHiFF.  That's  fine.  I  just  wanted  to  see  if  you  did  know  for 
sure. 

Mr.  Shaheen,  I'd  like  to  come  back  to  you.  The  note  that  Mr.  Fos- 
ter wrote  that  was  found  in  shreds  in  his  briefcase,  some  have 
called  a  suicide  note;  you  know  what  I'm  talking  about? 

Mr.  Shaheen.  Yes. 

Mr.  ScHiFF.  He  said  in  there  that  the  FBI  lied  to  the  Attorney 
Greneral,  and  it  was  apparently  related  to  this  particular  investiga- 
tion. And  you  testified  in  your  opening  statement  that  you  believed 
that  Mr.  Foster  was  referring  to  the  FBI  report  where  it  said  that 
the  White  House  told  them  "the  highest  levels  are  interested  in 
this  investigation"  as  almost  implying  kind  of  pressure  on  them. 

Is  your — did  I  have  vour  testimony  correct  on  that? 

Mr.  Shaheen.  You  neard  that  testimony  correctly,  yes,  sir,  Con- 
gn^essmem. 

Mr.  ScHlFF.  Did  you — I  realize  that  there's  no  way,  of  course,  we 
can  ask  Mr.  Foster  precisely,  but  in  terms  of  being  an  investigator 
in  this  matter,  did  you  reach  a  conclusion  about  whether  in  fact  the 
FBI  did  misstate  what  they  were  told  at  the  White  House? 

Mr.  Shaheen.  We  did  reach  a  conclusion.  The  particular  note 
that  we  were  interested  in  that  Mr.  Foster  wrote  was  that  the  FBI 
lied  in  its  report  to  the  AG.  He  was,  we  believe,  referring  to  the 
FBI's  own  internal  report  when  there  was  no  reflection  in  that  re- 
port that  the  FBI — ^that  the  FBI  succumbed  to  any  attempted  pres- 
sure when  there  were  adversions  to  interest  at  the  highest  levels, 
or  the  threats,  as  111  characterize  them,  of  the  alternative  use  of 
the  IRS  in  the  event  the  FBI's  help  was  unavailable — unavailing. 

We  believe  that  the  Bureau,  the  Bureau's  internal  report  accu- 
rately reflected  that  they  are  not  pressured.  They  may  have  appre- 
ciated that  Mr.  Kennedy  was  trying  to  suggest  pressure.  On  the 
other  hand,  Mr.  Kennedy  mav  have  honestly  been  repeating  the  in- 
terest of  his  superiors,  and  honestly  representing  that  the  people 
above  him  were  interested  in  this  matter  and  keenly  so.  But  the 
FBI  in  its  report,  we  believe  accurately,  and  we  conducted  a  host 
of  interviews  about  it  with  the  operative  FBI  personnel,  we  believe 
the  FBI  honestly  represented  to  the  Attorney  General  in  its  report 
that  they — they  were  not — they  did  not  feel  they  were  under  pres- 
sure. 
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Mr.  SCHIFF.  Well,  nevertheless,  although  I  am  proud  of  the  FBI, 
based  on  your  conclusion  that  they  did  not  succumb  to  any  threats 
or  pressure,  wouldn't  statements  to  the  FBI  from  a  White  House 
official,  'ilie  highest  levels  are  interested  in  this"  and  something  to 
the  effect  of  if  the  FBI  doesn't  act  the  IRS  will  be  asked  to  do  so, 
don't  you  think  those  constitute  an  attempt  to  threaten  or  an  at- 
tempt to  influence  the — ^"threaten"  may  be  too  strong  a  word — an 
attempt  to  influence  the  Agency  to  get  involved  when  maybe  there 
was  not  a  basis  to  do  so? 

Mr.  Shaheen.  A  cold  reading  of  the  record  might  suggest  that. 
Congressman,  but  there  was  an  honest  belief  that  when  Mr.  Ken- 
nedy referred  to  interest  at  the  highest  levels,  that  he  was  honestly 
repeating  the  intense  pressure  he  was  feeling  and  was  passing  it 
on. 

We've  given  carefiil  thought  to  this,  and  the  message  may  have 
been  lost  in  the  translation.  Maybe  there  was  some  feeling  of  pres- 
sure. But  the  Bureau  did  not  yield,  did  not  succumb. 

I  might  add,  it's  an  observation  of  mine,  I  don't  know  if  it's — ^with 
10  cents  and  a  cup  of  coffee  you  can't  get  on  the  Metro  with  it,  but 
the  FBI  is  probably  the  sawiest  institution  in  the  executive  branch 
in  terms  of  dealing  with  the  White  House.  They're,  of  necessity,  in 
constant  communication  with  them  because  they  do  the  back- 
g^unds  of  most  of  the  senior  people  over  there. 

Mr.  ScHlFF.  What  about  when  the  White  House  annoimced,  I 
think  through  Ms.  Myers,  I  could  be  mistaken  about  that,  but  the 
White  House  announced  the  FBI  was  investigating  the  Travel  Of- 
fice ri^t  after  the  firings.  Isn't  that  out  of  the  ordinary  as  far  as 
procedure  goes,  to  announce  the  FBI  is  investigating? 

Mr.  Shaheen.  It  may  be  out  of  the  ordinary.  I  don't  know  that 
it's  inappropriate. 

Mr.  SCHIFF.  All  right.  What  about  when  Mr.  Collingwood,  of  the 
Congressional  Affairs  Department,  went  and  met  with  White 
House  officials  to  discuss  what  press  statement  would  be  gfiven? 
Isn't  that  kind  of  coordination  between  the  White  House  and  a  law 
enforcement  agency  unusual? 

Mr.  Shaheen.  Not  with  respect  to  an  exchange  of— not  a  visit  by 
someone  of  Mr.  Collingwood's  rank,  in  the  circumstances.  It's  not 
the  norm,  but  it's  not  altogether  unusual. 

Mr.  SCHIFF.  It's  not  the  norm,  though,  you  would  say? 

Mr.  Shaheen.  It's  not  the  norm.  And  he  is  a  senior  official, 
though. 

Mr.  SCHIFF.  All  right. 

Mr.  Podesta,  did  you  want  to  respond  to  that? 

Mr.  Podesta.  I  did,  Mr.  Schiflf. 

I  just  must  tell  you  I  was  a  little  bit  surprised  when  I  read  a  re- 
dacted copy  of  Mr.  Shaheen' s 

Mr.  ScHiFF.  I'm  going  to  ask  you  to  be  brief  because  my  time  has 
expired. 

Mr.  Podesta.  Mr.  Shaheen's  memo  which  criticized  us  for  being 
too  tough  on  ourselves  on  the  points  you  just  raised.  I  felt  a  little 
bit  like  I  was  in  the  movie  Chinatown. 

Mr.  SCHIFF.  Thank  you.  My  time  has  expired. 

Mr.  Green  of  Texas. 
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Mr.  Green.  Thank  you,  Mr.  Chairman.  And,  again,  let  me  revisit 
what — I  know  we've  had  a  long  day  for  not  only  the  Members,  who 
can  come  and  go,  but  the  witnesses  who  have  to  stay.  And  again. 
I  thought  it  was  interesting,  Mr.  Chairman,  that  you  questioned 
whether  the  FBI  had  lied  to  the  Department  of  Justice. 

And,  Mr.  Shaheen,  if  I  could  reiterate,  again,  did  the  White 
House  have  anything  to  do  at  all  with  any  undue  influence  or  ques- 
tion except  the  appearance  of — ^in  dealing  with  the  FBI  and  asking 
them  to  investigate  this? 

Mr.  Shaheen.  We're  satisfied  that  the  answer  to  that  question 
is  no. 

Mr.  Green.  OK.  And  the  information  I've  received  is  that  the 
independent  accounting  firm,  the  first  time  in  the  history  of  having 
a  Travel  Office,  whether  as  the  chairman  said  it  was  1920,  1988, 
or  1993,  that  an  outside  accounting  firm.  Peat  Marwick,  confirmed 
that  there  was  financial  mismanagement  on  the  part  of  Billy  Ray 
Dale.  Is  that  true  from  at  least  the  information  that  the  witnesses 
have,  that  there  was  financial  mismanagement? 

Mr.  Shaheen.  Congressman,  that  question  appears  to  me,  I 
think  would  be  inappropriate  to  answer  because  that  is  the  subject 
of  a  pending  case. 

Mr,  Green.  I  am  glad  you  answered  it  that  way  because  that 
points  to  the  concern  that  we  have  said  all  day  today.  We  have  a 
trial  starting  2  days  from  today  and  we  have  a  congressional  com- 
mittee that  decided  to  have  its  first  hearing  today  instead  5  months 
ago,  or  6  months  ago,  when  I  am  sure  this  whole  panel  would  have 
been  available  to  them. 

I  would  like  to  yield  1  minute  to  my  colleague. 

Mr.  Waxman.  Thank  you  for  yielding. 

Sitting  here  all  dav  I  am  questioning  myself  what  is  new  here. 
We  have  had  the  GAO  report,  we  have  had  others  do  reports.  It 
seems  to  me  we  have  some  uncontroverted  facts  and  I  would  like 
to  hear  the  witnesses  tell  me  if  I  am  wrong  about  it. 

We  had  a  Travel  Office  that  the  Clinton  administration  inher- 
ited, that  according  to  the  Peat  Marwick  study  had  a  lot  of  irreg- 
ularities, lack  of  accountability,  lack  of  documentation,  lack  of  ^ood 
systems.  The  Clinton  administration  took  that  report  and  decided 
to  try  to  put  some  of  their  own  people  in  the  place  of  those  who 
were  at  the  Travel  Office. 

They  didn't  handle  it  very  gracefully.  They  didn't  do  an  appro- 
priate job,  but  they  didn't  do  anything  criminal.  And  they  didn't  do 
anything,  it  seems  to  me,  that  deserves  a  full  day  of  hearings  by 
the  House  of  Representatives  and  this  committee.  Maybe  that's  a 
judgment  to  you  all  you  may  not  want  to  respond  to. 

But  have  we  not  had  a  GAO  report  on  this  subject,  Ms. 
Kingsbury? 

Ms.  Kingsbury.  Yes,  sir. 

Mr.  Waxman.  When  did  that  come  out? 

Ms.  Kingsbury.  May  2,  1994. 

Mr.  Waxman.  So  nothing  new  has  happened  that  I  can  tell  at 
this  hearing  that  we  didn't  know  about  in  May  1994.  What  other 
do  we  have?  We  had  one  from  the  Office  of  Professional  Respon- 
sibility; is  that  right,  Mr.  Shaheen? 

Mr.  Shaheen.  Right. 
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Mr.  Waxman.  When  did  that  report  come  out? 

Mr.  Shaheen.  Early  1994.  It  hasn't  come  out. 

Mr.  Waxman.  It  hasn't  come  out. 

Mr.  Shaheen.  It  was  finished  and  sent  to  the  Deputy  Attorney 
Greneral. 

Mr.  Waxman.  Have  you  heard  anything  today  that  you  didn't 
know  about? 

Mr.  Shaheen.  Not  anything  today. 

Mr.  Waxman.  Have  you  anything  that  hasn't  been  in  the  press? 

Mr.  Shaheen.  Not  that  hasn't  been  in  the  press. 

Mr.  Waxman.  Have  any  of  you  heard  anything  you  didn't  know 
about  or  didn't  read  about  in  the  press? 

The  only  reason  for  this  hearing  is  obvious,  is  politics.  The  Re- 
publicans have  control  of  the  House,  they  want  to  beat  up  the  Clin- 
ton White  House.  It  just  seems  to  me  that  all  of  the  things, 
privatizing  the  office  and  making  sure  these  abuses  don't  take 
place  again,  that  is  appropriate,  but  it  doesn't  require  a  full  day  of 
hearings  where  people  are  being  questioned  as  if  this  is  Watergate. 

This  is  not  Watergate;  is  it?  Does  anybody  maintain  this  is  a 
matter  of  anything  to  do  with  other  than  inappropriate,  certainly 
not  criminal  acts? 

Any  of  you  maintain  there  is  a  criminality  on  the  part  of  the 
Clinton  administration? 

Mr.  Shaheen.  I  guess  I  would  await  the  Independent  Counsel's 
report. 

Mr.  Waxman.  Who  is  the  Independent  Counsel? 

Mr.  Shaheen.  Ken  Starr. 

Mr.  Waxman.  That  has  to  do  with  whole  water — what  is  it, 
Whitewater  and  a  whole  bunch  of  other  things. 

Mr.  Shaheen.  It  also  has  to  do  with  Mr.  Foster. 

Mr.  Waxman.  You  know  of  no  criminality  yourself  in  your  inves- 
tigation, do  you? 

Mr.  Shaheen.  No. 

Mr.  Waxman.  I  thank  the  gentleman  for  yielding. 

Mr.  Green.  Thank  you,  Mr.  Chairman. 

And  again  for  those  who  are  viewing  from  C-SPAN,  let's  reit- 
erate that  the  GAO  in  their  report  that  we  have  from  1994,  sug- 
gested 29  reforms  in  the  Travel  Office,  26  of  them  have  been  done 
on  a  review  a  few  months  later  and  hopefully  the  White  House  is 
working  on  those  other  three,  although  I  join  in  Mr.  Kanjorski  in 
saying  we  probably  ought  to  privatize  that  office  over  there. 

I  would  like  to  yield  the  balance  of  my  time  to  Mr.  Kanjorski. 

Mr.  Waxman.  Before  you  do,  could  I  just  ask  unanimous  consent? 

I  would  like  unanimous  consent  that  Members  may  submit  addi- 
tional written  questions  to  the  chairman  for  written  responses  to 
be  included  in  the  record. 

Mr.  Clinger.  Without  objection. 

Mr.  Waxman.  Thank  you. 

Mr.  Kanjorski.  I  would  like  to  direct  my  question  to  the  GAO 
again.  Why  wasn't — when  we  were  holding  our  hearings  in  1992, 
the  Congress  wasn't  informed  about  the  whistleblowers'  charges  in 
the  White  House  and  provided  with  the  additional  information. 
That  would  have  been  a  natural  follow-up  for  us. 
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We  were  looking  for  just  that  sort  of  thing  and  we  never  received 
that  cooperation.  As  a  matter  of  fact,  we  had  to  di^  it  out  of— it  was 
interesting.  We  dug  it  out  of  the  Ronald  Reagan  Library. 

Ms.  Kingsbury.  That's  where  we  got  it  from  during  this  job.  I 
honestly  don't  know,  and  I  can  look  into  why  we  might  have  over- 
looked that  at  the  time. 

Mr.  Kanjorski.  You  agree  that  those — those  are  criminal  allega- 
tions that  are  made  in  tJiat  1988  letter  and  then  were  followed  up, 
and  that  Mr.  Dale  agreed  that  that  activity  of  gift-giving  and  spe- 
cial trips  were  actually  occurring  and  had  been  occurring  for  a  very 
long  period  of  time;  is  that  correct? 

Ms.  Kingsbury.  As  I  said  earlier,  I  have  the  two  documents.  I 
have  the  letter  we  got  and  the  report  that  we  did  get  from  the  ar- 
chives of  the  Reagan  White  House,  and  he  certainly  seems  to  be 
admitting  to  things  that  my  attorneys  advise  me  would  be  serious 
violations  of  the  standards  of  conduct. 

Mr.  Kanjorski.  We  have  two  people  here  from  the  Office  of  Re- 
sponsibility and  the  FBI.  Are  we  following  up  this  gift-giving  to 
Federal  employees  and  this  almost  cabal  down  there  at  the  Travel 
Office  that  occurred  and  continued  until  January  1993  when  the 
new  White  House  took  over? 

Mr.  Shaheen.  I  would 

Mr.  Kanjorski.  May  we  have  the  answer  to  the  those  questions, 
Mr.  Chairman? 

Mr.  Clinger.  You  may  respond. 

Mr.  Shaheen.  That  woula  involve  a  referral,  if  there  has  been 
one,  to  the  Criminal  Division  of  the  Department,  and  we  are  sepa- 
rate from  them. 

Mr.  Kanjorski.  When  you  run  across  a  criminality,  you  don't 
make  a  referral? 

Mr.  Shaheen.  We  certainly  do  when  we  come  across  it. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

I  am  goinp^  to  recognize  Mr.  Mica.  But  I  would  just  note,  and  Mr. 
Waxman  raised  the  point  that  why  are  we  spending  a  day  of  hear- 
ings at  this  point,  and  I  think  that  makes  the  point.  The  point  is 
we  would  have  loved  to  have  had  these  hearings  in  the  last  2  years 
but  were  prevented  from  doing  so  at  the  time. 

I  recognize  the  gentleman  from  Florida,  Mr.  Mica,  for  5  minutes. 

Mr.  Mica.  Thank  you.  Mr.  Chairman. 

Mr.  Podesta,  this  is  the  White  House  travel  management  review 
-that  you  helped  prepare;  is  that  correct? 

Mr.  Podesta.  That's  correct. 

Mr.  Mica.  Mr.  Smith,  you  were  working  on  a  report.  Did  the 
White  House  request  a  copy  of  your  report  prior  to  this  July  2, 
1993? 

Mr.  Smith.  Not  to  me  directlv. 

Mr.  Mica.  But  to  the  agency? 

Mr.  Smith.  We  received  a  request.  As  I  recall,  there  was  some 
conversation  between  the  Department  and  the  FBI  regarding  mak- 
ing my  report  available  to  the  White  House. 

Mr.  Mica.  So  someone  was  trving  to  get  a  copy  of  your — ^the  FBI 
report  from  the  White  House  before  this  was  published? 
Mr.  Smith.  That's  correct. 
Mr.  Mica.  It  is  correct. 
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And  Mr.  Podesta,  you  worked  on  the  Clinton  campaign;  is  that 
correct? 

Mr.  Podesta.  I  was  a  volunteer  in  the  campaign. 

Mr.  Mica.  Did  you  know  Ms.  Cornelius,  the  President's — did  you 
meet  her  during  the  campaign? 

Mr.  Podesta.  I  think  I  met  her  perhaps  briefly  in  the  transition 
to  pick  up  a  ticket. 

Mr.  Mica.  Is  she  a  first  cousin  or  second  cousin  to  the  President? 

Mr.  Podesta.  I  believe  the  GAO  established  she  is  a  third  cousin. 

Mr.  Mica.  Were  you  aware  of  World  Travel,  where  they  were 
from? 

Mr.  Podesta.  Prior  to  doing  the  review? 

Mr.  Mica.  Yes,  prior  to  doing  the  review? 

Mr.  Podesta.  I  don't  think  so. 

Mr.  Mica.  You  weren't. 

Mr.  Podesta.  I  don't  think  so.  Although  I  might  have — I  trav- 
eled—during the  transition,  I  traveled  once  to  Little  Rock  and  it 
may  be  that  I  got  a  ticket  from  World  Wide. 

Mr.  Mtca.  And  where  are  they  from?  - 

Mr.  Podesta.  I  wasn't  aware  of  where  they  were  from.        ^ 

Mr.  Mica.  Were  you  aware  of  who  the  principals  of  World  Wide 
Travel  are? 

Mr.  Podesta.  Prior  to  these  events,  prior  to  doing  the  review? 

Mr.  Mica.  Yes. 

Mr.  Podesta.  No. 

Mr.  Mica.  You  weren't. 

You  are  aware,  though,  that  you  said  today  that  the  President's 
cousin,  David  Watkins,  met  in  Little  Rock  in  December.  You  found 
that  out,  discovered  that  they  talked  about  World  Wide  Travel  from 
Little  Rock  to  possibly  get  into  the  travel  business,  take  this  over. 
I  guess  the  ballot  boxes  weren't  even  cold  yet.  This  was  in  Decem- 
ber 1992,  is  that  correct? 

Mr.  Podesta.  Well,  I  won't  accept  the  characterization,  but  it 
was  in  December  1992. 

Mr.  Mica.  It  is  my  understanding,  too,  that  Mr.  Stephanopoulos 
announced  the  award  May  21st  to  American  Express,  is  that  cor- 
rect, of  the  White  House  travel  business? 

Mr.  Podesta.  I  believe  that  is  correct,  yes. 

Mr.  Mica.  And  the  competition  was  to  be  held  May  23rd? 

Mr.  Podesta.  I  think  it  was  held  on  the  22nd  and  the  23rd. 

Mr.  Mica.  But  he  announced  it^n  the  21st. 

Mr.  Podesta.  I  think  that  was  a  mistake. 

Mr.  Mica.  That  was  a  sort  of  an  interesting  sequence  of  events. 

Mr,  Podesta.  I  can  help  shed  some  light  on  that,  Mr.  Mica,  if 
you'd  like.  I  guess  you  wouldn't. 

Mr.  Mica.  The  White  House,  it  sounds  like,  was  lying — in  the  in- 
terim. World  Travel  took  over  these  responsibilities.  We  had  World 
Travel  folks  in  place.  So  they  were  already  there,  when  was  it,  the 
13th,  14th,  15th,  16th,  17th. 

Mr.  Podesta.  I  think  one  person  came  to  DC  on  the  13th  or  14th 
and  then  the  others  arrived  on  the  19th. 

Mr.  Mica.  Now,  did  you  ask  after  you  prepared  this  to  get  some 
type  of  a — this  report,  did  you  try  to  get  from  FBI  some  type  of  a 
letter  saying  that  this  was  a  valid  report,  a  good  report? 
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Mr.  PODESTA.  From  the  FBI? 

Mr.  Mica.  Yes. 

Mr.  PoDESTA.  No. 

Mr.   Mica.  You  didn't  at  any  time  make  that  inquiry  or  re- 


quest  

Mr.  PoDESTA.  A  request/- 


Mr.  Mica  [continuing].  After  this  was  published  from  the  White 
House? 

Mr.  PoDESTA.  No.  I  beHeve  that  the — that  the  report  was  sent  to 
the  Department  of  Justice  and  Mr.  McLarty  asked  the  Attorney 
General  to  review  it  to  determine  whether  it  was  consistent  with 
the  report.  But  I  didn't  do  that,  Mr.  Mica. 

Mr.  Mica.  Ms.  Kingsbury,  you  referred  to  this  report  44  times, 
the  White  House  report,  prepared 

Ms.  Kingsbury.  I'll  take  vour  word  for  it.  I  haven't  counted. 

Mr.  Mica.  And  Mr.  Podesta,  Darnell  Martens,  we  also  looked 
through  this,  we  see  that  Mr.  Martens  is  also  trying  to  land  some 
business  with  the  White  House,  a  consulting  contract. 

Mr.  Podesta.  Not  with  the  White  House,  Mr.  Mica. 

Mr.  Mica.  You  are  aware  of  that.  Were  you  aware  Mr. 
Thomason,  his  buddy,  the  President's  buddy,  owned  one-third  of 
Mr.  Marten's  corporation  when  he  was  trying  to  get  this  business? 

Mr.  Podesta.  Of  course.  It  is  stated  in  our  report. 

Mr.  Mica.  So  it  sounds  like  what  we  were  trying  to  do 

Mr.  Podesta.  It  was  an  account  with  GSA,  it  was  not  a  contract. 

Mr.  Mica.  Was  to  get  some  business  for  some  of  his  campaign 
friends  and  this  whole  thinp^  blew  up. 

Mr.  Podesta,  did  you  review  whether  Mr.  Watkins'  efforts  to  pro- 
cure employment  contracts  for  relatives,  friends  he  had  prior  to 
and  dealings  with  and  campaign  supporters  of  the  President  vio- 
lated the  prohibition  of  the  use  of  public  funds  for  private  gain  or 
the  prohibition  of  use  of  nonpublic  information  set  forth  in  the 
Code  of  Federal  Reflations  for  the  Office  of  Government  Ethics, 
Standards  and  Ethical  Conduct  for  Employees  of  the  executive 
branch.  Part  2635? 

Mr.  Podesta.  We  were  doing  a  management  review,  Mr.  Mica, 
so  we  were  not  trying  to  draw  legal  conclusions.  As  you  know,  the 
matter  of,  the  Travel  Office  matter  itself  had  been  referred  to  the 
Justice  Department.  We  were  trying  to  find  out  what  went  wrong. 
We  were  trying  to  implement  policies  to  make  sure  that  it  didn  t 
happen  Eigain,  but  we  were  not  trying  to  draw  legal  conclusions. 

Mr.  Mica.  Did  Mr. — Mr.  Podesta,  did  you  inauire  whether  or  not 
Mr.  David  Watkins,  Assistant  to  the  Presidents— or  Ms.  Patsy 
Thomasson,  Special  Assistant  to  the  President,  violated  the  prohi- 
bition of  giving  preferential  treatment  to  a  private  organization  or 
individuals  set  forth  in  the  Code  of  Federal  Regulations  in  Part 
2635? 

Mr.  Podesta.  I  think  my  last  answer  was  responsive  to  that.  It 
wasn't  our  mandate  to  draw  legal  conclusions.  That  was  the  job  for 
the  Department  of  Justice  or  the  Office  of  Government  Ethics. 

Mr.  Mica.  Ms.  Kingsbury,  did  you  review  this? 

Ms.  Kingsbury.  Did  I  review  what,  sir? 

Mr.  Mica.  The  matter  I  just  spoke  about. 

Ms.  Kingsbury.  Not  that  specific  issue,  no  sir. 
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Mr.  Mica.  Mr.  Podesta,  in  what  has  been  labeled  the  Vince  Fos- 
ter suicide  note,  Mr,  Foster  wrote,  and  I  quote,  "I  didn't  knowingly 
violate  any  law  or  standard  of  conduct,"  close  quote.  This  is  the 
Vince  Foster  note  from  the  OPR  report  attachments. 

Mr.  Podesta,  did  you  know  of  Mr.  Foster's  concern  about  violat- 
ing laws  or  standards  of  conduct  in  regard  to  the  Travel  Office? 

Mr.  Clinger.  The  witness  may  answer  the  question. 

Mr.  Podesta.  I  did  not.  I  think  that's  reflective  of  his  state  of 
mind  at  the  time,  frankly, 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

And  the  Chair  now  recognizes  the  gentlelady  from  New  York, 
Mrs.  Maloney  for  5  minutes. 

Mrs.  Maloney,  Thank  you,  Mr,  Chairman, 

I  would  like  to  request  that  my  opening  statement  be  part  of  the 
record, 

Mr,  Clinger.  Without  objection,  all  opening  statements  will  be 
made  a  part  of  the  record. 

Mrs.  Maloney.  Thank  you  very  much. 

Mr.  Chairman,  there  has  been  no  less  than  five  detailed  reports 
on  various  aspects  of  this  incident.  I'd  like  to  ask  Inspector  Smith 
if  he  read  all  five  reports? 

Mr,  Snoth,  No, 

Mrs.  Maloney.  Did  you  read  any  of  them? 

Mr.  Smith.  Just  mine. 

Mrs.  Maloney,  Which  one? 

Mr,  Smith.  The  one  that  I  did. 

Mrs.  Maloney,  In  your  report  or  in  aivy  reports  or  in  the  testi- 
mony you  heard  today,  are  you  aware  oi  any  illegal  or  unethical 
conduct  by  any  White  House  employee  or  anyone  related  to  the_ 
White  House  Travel  Office? 

Mr.  Smith.  As  I  stated,  my  investigation  was  only  involved  inter- 
nally with  the  FBI.  It  did  not  involve  interviewing  anyone  from  the 
White  House, 

Mrs,  Maloney,  But  are  you  aware,  are  you  aware  of  any  illegal 
or  unethical  activity  by  any  White  House  employee? 

Mr,  Smith,  Based  upon  my  report,  no. 

Mrs.  Maloney.  I'd  tike  to  ask  Mr.  Podesta,  did  you  read  all  five 
reports? 

Mr,  Podesta,  I  didn't  review  the  IRS  report,  I  don't  know  wheth- 
er there  is  an  IRS  report.  If  there  is,  I  have  not  reviewed  it.  But 
I  have  seen  a  redacted  copy  of  the  OPR  report.  I  have  reviewed 
GAO  and  I  have  seen  the  FBI  report. 

Mrs.  Maloney.  In  all  the  reports  that  you  reviewed  and  the  one 
that  you  wrote  or  was  involved  in,  are  you  aware  of  any  illegal  or 
unethical  activity  by  any  White  House  employee  or 

Mr.  Podesta.  Well,  1  am  aware  that  one  person  has  been  in- 
dicted, but  beyond  that,  no. 

Mrs.  Maloney.  Pardon  me? 

Mr.  Podesta.  I  am  aware  that  one  person  has  been  indicted  but 
beyond  that  the  answer  is  no. 

Mrs.  Maloney.  But  that  was  a  prior,  activities  in  a  prior  admin- 
istration. 

Mr.  Podesta.  Yes. 

Mrs.  Maloney.  But  in  the  present  administration? 
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Mr.  PoDESTA.  Well,  he  served  into  our  administration. 

Mrs.  Maloney.  Are  you  aware — well,  he  was  a  holdover.  He  was 
a  holdover  from  a  prior 

Mr.  PoDESTA.  That's  correct. 

Mrs.  Maloney.  Are  you  aware  in  the  present  White  House  staff 
now  working  there,  was  there  anything  illegal  or  unethical  conduct 
that  you  are  aware  of? 

Mr.  PoDESTA.  Not  that  I  am  aware  of. 

Mrs.  Maloney.  Ms.  Kingsbury,  are  you  aware  in  the  report  that 
you  have  read,  in  your  own  report  are  you  aware  of  any  illegal  or 
unethical  activity  with  any  White  House  employee? 

Ms.  Kingsbury.  Based  on  reading  these  reports  certainly  not. 
Based  on  any  other  sources  of  information,  I  do  not  have  any  such 
facts.  And  I  may  be  the  only  person  at  the  table  that's  actually 
read  them  all. 

Mrs.  Maloney.  You  read  all  of  them.  OK, 

Mr.  Shaheen,  how  many  reports  did  you  read  of  the  five  reports? 

Mr.  Shaheen.  I  have  read  the  White  House,  the  Smith,  I  re- 
viewed the  GAO.  It  was  carefully  reviewed  in  the  office.  I  read  my 
own  carefully.  I  have  not  read  the  IRS  report. 

Mrs.  Maloney.  Are  you  aware  of  any  illegal  or  unethical  activity 
by  any  member  of  the  current  White  House  staff? 

Mr.  Shaheen.  I  am  not  aware  of  any  illegal  activity.  I  don't  know 
how  one  characterizes  the  failure  to  respond  to  a  demand  by  the 
Department  of  Justice,  from  the  Attorney  General,  promised  by  the 
President  on  the  part  of  White  House  Counsel,  to  provide  docu- 
ments that  were  relevant  to  an  official  review  of  the  functions.  I 
don't  know.  I  don't  know  whether  that  violates  the  ethics  or  not. 

Mrs.  Maloney.  But  you  are  not  aware  of  any  illegal  activity? 

Mr.  Shaheen.  I  am  not  aware  of  any  illegal  activity. 

Mrs.  Maloney.  Did  any  of  the  reports  report  on  unethical  activi- 
ties? 

Mr.  Shaheen.  I  am  sorry? 

Mrs.  Maloney.  Was  there  a  specific  finding  in  any  of  the  reports 
as  to  ^ethical  activity? 

Mr.*  Shaheen.  No.  No. 

Mrs:  Maloney.  No.  So  in  the  reports  that  you  read,  there  was 
no  finding  for  illegal  or  unethical  activity? 

Inspector  Bell,  how  many  reports  did  you  read  of  the  five  re- 
ports/ 

Mr.  Bell.  Of  these  five,  I've  read  two,  the  GAO  and  of  course  our 
report.  There  also  is  a  sixth  report  by  the  IG,  Treasury  Depart- 
ment. I  have  read  that  report  also.  I  am  not  aware  of  any  illegal 
or  ethical  misconduct  in  the  reports  that  I  read. 

Mrs.  Maloney.  My  colleagrue  mentioned  earlier  that,  Ms. 
Kingsbury,  you  noted  the  White  House  management  report  44 
times  and  in  fact  your  report  echoed  many  of  the  findings  in  the 
management  report,  and  I  was  particularly  pleased  that  they  didn't 
just  make  a  scapegoat  out  of  the  little  gays  but  actually  criticized 
senior  management,  and  in  fact  is  it  fair  to  say  that  it  has  been 
cited  for  its  candor  and  for  being  refreshingly  self-critical? 

Ms.  Kingsbury.  There  were  some  citations  at  the  time  it  was  is- 
sued to  that  effect.  I  think  it  is  fair  to  say  while  we  cite  the  man- 
agement report,  we  are  also,  in  some  respects,  critical  of  the  man- 
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agement  report  in  that  it  made  statements  to  the  effect  that  the 
problems,  the  financial  management  problems  of  the  White  House 
Travel  Office  had  been  fixed  and  when  we  issued  our  report,  it  was 
our  judgment  that  that  was  an  overstatement  of  what  had  been  ac- 
complished at  that  point  in  time. 

So  I  can't  say  that  we — we  used  the  management  report  without 
an  appropriate  sense  of  examination  and  judgment.  In  many  cases 
of  the  use  of  the  citation  of  the  report,  we  had  to  rely  on  it  because 
certain  parties,  notably  including  Harry  Thomason  and  Darnell 
Martens,  were  not  available  for  us  to  talk  to,  and  consequently  in 
order  to  tell  the  story  in  some  kind  of  coherent  way,  I  won't  say 
totally  complete  because  we  acknowledge  it  wasn't,  we  would  use 
factual  information  from  the  management  report  citing  its  source 
as  our  standards  require  us  to  do  in  order  to  tell  a  coherent  story. 

Mrs.  Maloney.  Mr.  Podesta,  your  management  review  did  not" 
simply  criticize  but  came  forward  with  specific  corrective  measures 
that  you  would  like  to  be  implemented.  Would  you  go  through  what 
measures  you  implemented,  what  corrective  steps  did  you  take 
afler  this  examination? 

Mr.  Podesta.  First,  we  instituted  a  policy  with  regard  to  what 
would  happen,  who  should  contact  who  when  criminal  activity  was 
under  review  at  the  White  House  and  set  up  a  policy  that  rather 
than  having  a  direct  contact  with  the  FBI  that  go  through  the 
White  House  Counsel  to  high-level  people  at  the  Justice  Depart- 
ment. That  was  the  first  time  such  a  policy  was  implemented. 

We  reformed  the  policies  on  how  the  White  House  Press  Office 
dealt  with  the  FBI  Press  Office,  made  clear  that  they  could  not  au- 
thor any  statements  and  that  they  could  onl^  release  statements 
that  were  press  releases  of  the  FBI  that  haa  been  previously  re- 
leased by  the  FBI.  We  instituted  a  competitive  bidding  procedures, 
as  I  mentioned.  We  brought  in  American  Express  to  handle  the 
outside  work  for  ticketing  of  White  House  employees. 

We  reiterated  the  guidance  that  there  was — ^there  should  never 
be  from  the  White  House  a  request  for  an  audit  of  an  individual 
taxpayer,  even  though  that  did  not  occur  in  this  case,  as  I  think 
the  IRS  has  confirmed,  and  we  have  confirmed,  and  Treasury  has 
confirmed,  and  Justice  has  confirmed,  but  we  did,  we  underscored 
that  point  and  I  think  we  took  some  other  corrective  actions  that 
were  laid  out  in  the  report. 

Mr.  Clinger.  The  lady's  time  has  expired,  and  the  Chair  now 
recognizes  the  gentleman  from  Florida,  Mr.  Scarborough,  for  5  min- 
utes. 

Mr.  Scarborough.  Thank  you,  Mr.  Chairman,  and  I  thank  you 
for  holding  these  important  hearings,  and  I  also  thank  our  wit- 
nesses for  sitting  through  some  arduous  questioning.  This  has  to 
be  about  as  exciting  for  all  of  you  as  the  reports  that  you  have  told 
us  you  read. 

Mr.  Podesta,  I  would  like  to  follow  up  with  some  questioning  that 
the  chairman  addressed  your  direction  earlier  this  morning  and 
just  get  a  clarification.  He  had  asked  you  several  times  earlier  this 
morning  whether  Mr.  Thomason  refused  to  cooperate  with  your  in- 
vestigation by  refusing  to  be  interviewed  the  second  time  by  your- 
self or  by  your  staff. 
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I  didn't  hear  any  direct  response  other  than  to  hear  you  say  that 
an  official  at  the  White  House  had  informed  you  that  Mr. 
Thomason  didn't  think  too  much  of  your  investigation  and  there- 
fore wasn't  wilHng  to  sit  for  the  second — second  interview. 

My  question — I  have  two  questions:  First  of  all,  did  Mr. 
Thomason  refuse  to  cooperate  in  the  investigation  by  you  to  be 
interviewed  the  second  time  by  you  or  your  staff? 

Mr.  PODESTA.  Mr.  Thomason  did  cooperate  when  we  first  were 
assigned  to  the  matter  and  he  did  give  us  an  interview  at  that 
time.  Unfortunately,  I  guess  from  my  perspective,  at  that  time  I 
didn't  know  very  much  about  it.  It  was  the  first  time  that  I — it  was 
the  first  interview  that  we  conducted  and  I  had  just  been  on  the 
assignment  for  a  short  period  of  time. 

I  tried  to  answer  the  chairman's  questions  specifically.  I  think  by 
the  end  there  were  some  questions  that  we  wanted  to  go  back  to 
Mr.  Thomason  on,  but  which,  when  I  went  back  and  looked  at  what 
those  questions  were,  were  immaterial,  if  you  will,  because  they  in- 
volve matters  of  allegations  he  had  raised  to  Ms.  Cornelius  and  Mr. 
Watkins  and  others  that  we  concluded  we  would  not  include  in  the 
report  under  any  circumstance. 

I  did  say  that  I  didn't  think  that  he  was  happy  with  the  direction 
of  the  report.  That  was  my  sense  at  the  time.  But  I  don't  think  it's 
fair  to  Mr.  Thomason  to  say  that  he  refused  to  cooperate,  because 
I  don't  think  I  asked  him  for  a  second  interview. 

Mr.  Scarborough.  You  don't  believe  you  asked  him  for  a  second 
interview? 

Mr.  PoDESTA.  I  don't  believe  I  asked  him  for  a  second  interview. 
He  had  retained  counsel  by  then,  and  I  believe  that  there  was  at 
least  some  Justice  Department  review  of  his  activities  at  that  time. 
But  I  don't — I  don't  recall  and  I  don't  think  that  I  asked  him  for 
a  second  interview. 

Mr.  Scarborough.  OK 

You  do  have  some  notes  that  indicate  that  you  did  want  a  second 
interview  just  to  follow  up  on  that? 

Mr.  PoDESTA.  I  tried  to  explain  to  you  that  after  I  went  back  and 
reviewed  those  notes,  they  really  concerned  matters,  for  the  most 
part,  that  related  to  the  allegations  that  he  had  made. 

Mr.  Scarborough.  OK. 

Mr.  PoDESTA.  And  we  had  concluded  that  we  would  not  include 
those  in  the  management  review,  to  not  do  any  further  damage  to 
the  reputation  of  the  employees  who  were  not — who  did  not  nave 
financial  control  of  the  office. 

Mr.  Scarborough.  So  you  never  asked  Mr.  Thomason,  your  tes- 
timony today  is  you  never  asked  Mr.  Thomason 

Mr.  PoDESTA.  I  don't  believe  I  asked  him. 

Mr.  Scarborough.  Or  any  representative  of  Mr.  Thomason  for 
a  second  interview? 

Mr.  PoDESTA.  Not  that  I  recall. 

Mr.  Scarborough.  Not  that  you  recall. 

Mr.  PoDESTA.  I  don't  believe  I  talked  to  Mr.  Bennett  who  was 
representing  him  at  that  time,  and  I  am  sure  I  didn't  call  Mr. 
Thomason  directly. 

Mr.  Scarborough.  OK. 
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Can  you  tell  me  what  White  House  official  let  you  know  that  Mr. 
Thomason  had  become  displeased  with  your  investigation?  What  of- 
ficials did  you  speak  with  at  the  time  that  told  you  that  Harry 
Thomason  didn't  like  the  manner  in  which  your  investigation  was 
proceeding  and  therefore  may  not  be  interested  in  sitting  down  for 
a  second  interview? 

Mr.  PODESTA.  I  don't  know  that  anyone  specifically  told  me  that. 

Mr.  Scarborough.  Do  you  recall  anybody  telling  you  that? 

Mr.  PoDESTA.  I  can't  recall  a  specific  conversation  to  that  effect, 
and  that's  why  I  stated  it  the  way  I  did,  which  was  it  was  my  gen- 
eral impression. 

Mr.  Scarborough.  Would  you  have  had  any  notes  that  would 
have  suggested 

Mr.  PODESTA.  No. 

Mr.  Scarborough.  ObviousW,  he  is  a  central  player  and  if  you 
had  some  follow-up  questions  for  him  or  if  you  learned  he  was  dis- 
pleased, obviously,  this  would  be  something  that  you  would  want 
to  write  down  and  to  follow  up  on.  But  you  don't  recall  whether  he 
refused.  So  your  testimony  today  is,  one,  you  don't  recall  whether 
he  ultimately  refused  that  second 


Mr.  PoDESTA.  My  testimony  is  I  don't  believe- 


Mr.  Scarborough.  If  I  could  just  follow  up.  And  the  second  thing 
is  you  don't  recall  in  the  White  House  who  told  you  that  Mr. 
Thomason  was  not  pleased  with  your  investigation. 

Mr.  PoDESTA.  I  think  you  are  mischaracterizing  my  testimony. 

Mr.  Scarborough.  Then  let's  take  it  one  at  a  time  then. 

Mr.  PoDESTA.  I  said  that.  A,  I  don't  believe  that  I  called  him.  I'm 
certain  of  that,  to  ask  him  for  a  second  interview. 

Mr.  Scarborough.  You  are  certain  of  that? 

Mr.  PoDESTA.  I  am  certain  I  did  not  call  him. 

Mr.  Scarborough.  We  went  from  you  don't  believe,  to  you  are 
certain. 

Mr.  PoDESTA.  I  am  certain  that  I  did  not  call  him. 

Mr.  Scarborough.  Or  a  representative  of  his. 

Mr.  PoDESTA.  And  ask  for  his 

Mr.  Scarborough.  Or  a  representative  of  his. 

Mr.  Podesta.  I  said  that  I  do  not  believe  that  I  talked  to  Mr. 
Bennett. 

Mr.  Scarborough.  We  are  back  to  believe.  And  you  understand 
why  I'm  trying  to  nail  this  down? 

Mr.  Podesta.  Yeah,  I  understand  your  question. 

Mrs.  Collins.  A  regular  order,  Mr.  Chairman.  He  has  a  right  to 
answer  the  question. 

Mr.  Scarborough,  Mr.  Chairman,  if  you  could  tell  the  Ranking 
Member  that  I  certainly  understand  regular  order  here.  Those  who 
live  in  glass  houses  shouldn't  throw  stones. 

So  you  understand  why  I  believe  it's  important  that  we  look  into 
your  investigation  of  perhaps  one  of  the  most  central  figures  here 
and  why  you  didn't  follow  up  with  investigation.  And  we  go  back 
from  I  am  certain  to  I  believe,  I  am  certain  to  I  believe.  Do  you 
understand  the  two  questions  that  I  pose  to  you?  And  I  am  not 
being  difficult.  I  just  want  to  get  some  clarification  here. 

Mr.  Podesta.  I  am  trying  to  tell  you  what  I  remember. 

Mr.  Scarborough.  OK. 
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Mr.  PODESTA.  I  remember  that  I  did  not  call  him  and  ask  for  a 
second  interview.  I  do  not  believe  that  I  talked  to  Mr.  Bennett.  Mr. 
Bennett  has  a  different  recollection  of  that,  mavbe  that  would  re- 
fresh my  recollection,  but  I  don't  think  it  would  because  I  don't  be- 
lieve that  I  asked  him  for  a  second  interview.  That's  the  best — 
that's  the  best  state  of  my  knowledge  at  this  point. 

Mr.  Scarborough.  OK 

And  second,  you  don't  recall  who  told  you  at  the  White  House. 

Mr.  PoDESTA.  Second,  I  don't  recall  specific  conversations  about 
that. 

Mr.  Scarborough.  OK. 

Let  me  ask  one  more  question  regarding  a  July  2,  1993  press 
conference  that  Mack  McLartv  held,  and  he  said  that  he  met  with 
each  of  the  four  reprimandea  staffers  individually  about  the  rep- 
rimands and  that  they  had  emotional  reactions  to  them. 

Did  you  know  Mr.  McLarty  met  with  the  four  reprimanded  em- 
ployees on  July  2,  1993? 

Mr.  Podesta.  I'm  sorry,  I  missed  the  question. 

Mr.  Scarborough.  Ok, 

Mr.  McLarty  held  a  press  conference? 

Mr.  Podesta.  Right. 

Mr.  Scarborough.  And  said  that  they  had  met  with  the  four 
reprimanded  staffers  individually  about  the  reprimands  and  that 
they  had  had  an  emotional  reaction  to  them,  and  what  I  am  asking 
you  because  this  certainly  contradicts  documentation  that  subse- 
quently came  out,  did  you  know  Mr.  McLarty  had  met  with  the 
four  reprimanded  employees  before  his  press  conference  on  July  2, 
1993? 

Mr.  Podesta.  I  was  aware  that  he  had  met  with  them. 

Mr.  Scarborough.  OK. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

The  Chair  now  recognizes  the  gentleman  from  Pennsylvania,  Mr. 
Kanjorski,  for  5  minutes. 

Mr.  Kanjorski.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Bell,  I  was  curious,  the  Internal  Revenue  Service,  how  did 
you  get  into  this  to  make  a  report  of  some  sort;  what  happened? 

Mr.  Bell.  Based  on  the  allegations  of  improper  actions  and  ac- 
tivities that  would  influence  the  IRS  in  the  conducting  of  our  ac- 
tivities relative  to  these  matters. 

Mr.  Kanjorski.  Did  somebody  make  that  allegation  directly 
or 

Mr.  Bell.  No.  There  were  allegations  in  public  reports,  press  re- 
ports. There  were  congressional  inquiries. 

Mr.  Kanjorski.  So  as  a  result  of  what  you  read  in  the  newspaper 
or  heard  from  the  press,  you  convened  an  Internal  Revenue  review 
or  examination? 

Mr.  Bell.  Well,  at  the  time  of  the  public  reports  in  the  media 
regarding  the  misuse  of  IRS,  allegations  of  misuse  of  IRS,  that's 
something  that  Inspection,  in  our  responsibility  in  terms  of  the  in- 
tegrity of  the  Internal  Revenue  Service,  would  get  involved  in.  In 
addition,  there  were  inquiries  from  Congress  relative  to  the  im- 
proper use  of  IRS  in  this  matter. 

Mr.  Kanjorski.  And  I  understand  that  because  as  the  chairman 
of  an  investigating  committee  in  the  103d  Congress  on  this  very 
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issue — I'm  sorry,  the  102d  Congress  on  this  very  issue,  we  often  re- 
ceived information  from  the  press,  and  that  is  part  of  my  question 
probably  to  the  whole  panel. 

As  I  recall,  some  of  the  information  was  provided  for  us  during 
the  Reagan  administration.  There  were  several  officials  of  high  po- 
sition on  the  President's  staff  that  were  entering  into  the  importa- 
tion of  automobiles.  I  think  24  or  20  Mercedes-Benz  were  flown 
back  on  Presidential  planes,  brought  into  this  country  and  then 
sold  in  this  country  by  these  officials  or  given  out  as  gifts.  And  I 
recall  press  statements  and  information  that  we  received  and  link- 
ages from  the  White  House  itself  in  annoyance,  that  guests  of  the 
President  and  other  individuals  who  would  travel  abroad  with  the 
President  would  bring  back  untaxed,  un-Custom-paid  gifts  and 
huge  amounts  of  fur  coats  and  other  things.  And  I  am  curious 
whether  these  five  agencies  here,  when  you  read  that  material  and 
you  see  that  material,  are  we — are  we  to  assume  here  in  Congress 
that  somebody's  assuming  there  may  be  something  wrong  here  and 
looking  into  it  or  doing  some  sort  of  an  investigation? 

I'm  very  curious,  afler  everything  that  transpired  from  1989, 
1990,  1991,  1992  on  travel.  Office  of  the  President  and  executive 
travel,  that  it  wasn't  until  the  firing  occurred,  it  wasn't  until  the 
problem  was  cured  that  a  new  President  decided  he  wasn't  going 
to  have  this  rat's  nest,  that  we  suddenly  see  the  FBI  involved,  the 
GAO  involved,  the  Office  of  Professional  Responsibility  involved 
and  the  Internal  Revenue  involved.  Where  were  all  your  agencies 
and  all  you  folks  when  the  press  has  been  telling  us  fur  coats,  jew- 
elry, Mercedes-Benz  cars,  on  a  regular  basis  over  12  years  were 
being  brought  illegally  in  the  country  and  abuses  were  made?  Did 
the  IRS  examine  that? 

Mr.  Bell.  I  can't  speak  to  what  the  IRS  examined  in  those  in- 
stances. But  what  I  can  speak  to  is  where  allegations  are  made 
that  undermine  the  public  confidence  in  the  Internal  Revenue  Serv- 
ice, it  is  our  responsibility  in  the  Inspection  Service  to  conduct  in- 
quiries, and  if  there  is  a  predicate  action,  to  go  on  with  an  inves- 
tigation. 

Mr.  Kanjorski.  Is  there  a  potential  of  raising  the  question  if  top 
officials  in  the  White  House  are  bringing  Mercedes-Benz  cars  back 
from  foreign  trips  to  Europe  and  are  selling  them  in  the  United 
States,  could  that  suggest  to  you  that  there  may  be  failure  to  pay 
taxes  or  some  violation  of  tax  law? 

Mr.  Bell.  As  it  relates,  again,  my  responsibility  is  internal  secu- 
rity, and  internal  investigations  within  the  IRS.  If  it  was  some- 
thing of  allegations  against  the  Internal  Revenue  Service  employ- 
ees, yes.  In  the  instance  that  you  are  alluding  to,  it  is  more  in 
terms  of  a  tax  compliance  issue  and  that's  something  that  I  am  not 
directly  responsible  for. 

Mr.  Kanjorskl  You  are  responsible  for  your  employees  that 
didn't  look  into  these  things,  aren't  you?  I  mean,  I'm  going  to  direct 
it  to  Mr.  Shaheen  there. 

Didn't  this  sort  of  excite  you  in  the  Justice  Department? 

Mr.  Shaheen.  Did  it  sort  of  excite  me,  was  that  the  question? 

Mr.  Kanjorski.  Yeah.  Of  somebody  not  doing  their  job? 

Mr.  Shaheen.  Sure. 
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Mr.  Kanjorski.  Would  you  examine  into  these  illegal  import  al- 
legations? 

Mr.  Shaheen.  If  we  receive  allegations  that  someone  is  not  en- 
forcing the  criminal  law  and  they  are  a  Department  employee,  we 
look  into  it. 

Mr.  Kanjorski.  Did  you  read  in  the  newspaper  during  the 
Reagan-Bush  administration  that  high  White  House  officials  were 
flying  Mercedes-Benz  cars  in,  bringing  fur  coats  and  jewelry  in  the 
United  States  and  not  pajdng  taxation  on  it? 

Mr.  Shaheen.  I  did  not. 

Mr.  Kanjorski.  You  really  didn't. 

Mr.  Shaheen.  I  really  didn't. 

Mr.  Kanjorski.  That  is  very  interesting. 

How  about  the  FBI,  did  you  ever  have  any  indication  of  what  the 
wild  shenanigans  of  the  Travel  Office  of  the  President  during  the 
Reagan  and  Bush  administration  was?  It  was  replete  in  news- 
papers, replete.  I  would  show  you  one  place  where  they  spent 
$2,000  to  take  a  limousine  across  the  street  to  go  to  lunch.  You 
guys  never  saw  this?  Or  Mr.  Sununu,  $54,000  for  a  dental  visit  in 
New  York  City.  You  never  saw  any  of  this  in  the  newspaper? 

Mr.  Smith.  I  suppose  to  paraphrase  a  great  American,  I  only 
know  what  I  read  in  the  newspaper,  but  I  don't  recall  reading  alle- 
gations of  that  nature,  no. 

Mr.  Kanjorski.  Really. 

Mr.  Shaheen.  I  did  read  about  Mr.  Sununu  and  his  expenses. 

Mr.  Kanjorski.  You  guys  ever  read  congressional  investigations? 
Could  be  very  informative  to  the  administrative  agencies  of  the 
United  States.  Perhaps  just  look  what  we  find  out  about,  and  one 
of  the  reasons  I  am  raising  a  question  here  is  I  think  this  is  a  good 
hearing  topic.  I  think  it's  important  to  have  accountability  and  find 
out  what  people  in  high  office  are  doing.  I  don't  object  with  that. 

The  problem  that  I  object  to  is  why  are  we  narrowing  the  scope 
so  much  and  not  looking  at  the  real  rat's  nest  that  has  existed  for 
10,  12  years  and  would  nave  continued  to  exist  in  the  White  House 
if  this  President  and  this  administration  didn't  read  the  news- 
papers, didn't  listen  to  congpressional  investigations,  decided  they're 
not  going  to  have  all  that,  and  cleared  this  up.  That's  the  only 
point  I  am  trying  to  make. 

I  yield  back  the  balance  of  my  time. 

Mr.  Clinger.  I  thank  the  gentleman,  yields  back  the  balance  of 
his  time. 

And  I  would  now  recognize  the  gentleman  from  Virginia,  Mr. 
Davis,  for  5  minutes. 

Mr.  Davis.  Thank  you  very  much. 

I  suspect  the  reason  so  manv  Members  haven't  heard  about  the 
items  my  friend  from  Pennsylvania  talks  about  is  they  probably 
didn't  exist  in  the  form  that  he  has — he  has  said  they  would. 

Let  me  ask  a  few  questions,  and  frankly,  I  am  very  tired  of  the 
Federal  employee  bashing  that  is  going  on  here,  intimating  that 
things  happened  in  the  past,  and  these  were  career  employ^ees. 
They  have  been  absolved  of  any  wrongdoing  sitting  here.  They 
were  fired  surreptitiously,  as  one  of  the  employees'  daughters  saw 
this  on  the  television  set,  I  think  they  are  owed  an  apology  by  the 
administration  that  hasn't  been  forthcoming.  To  hear  some  of  the 
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comments  from  the  other  side  of  the  aisle,  I  think  it's  a  real  injus- 
tice on  very  hard-working  civil  servants.  But  let  me  ask  a  few  ques- 
tions for  the  record. 

First  of  all,  I  understand  there  are  Executive  orders  in  Vince 
Foster's  Travel  Office  file  that  have  not  been  provided  to  this  com- 
mittee. 

Mr.  Podesta  is  that  accurate? 

Mr.  Podesta.  I  don't  know  answer  to  that.  I  have  to  seek  guid- 
ance from  my  counsel. 

Did  you  say  Executive  orders? 

Mr.  Davis.  Yes,  Executive  orders. 

Mr.  Podesta.  Well,  the  White  House  Counsel's  Office  seems  to 
have  abandoned  their  former  colleague.  I  don't  know  if  anybody's 
here.  I  don't  know  the  answer  to  that.  I'm  not  a  current  employee 
of  the  White  House. 

Mr.  Davis.  You  reviewed  the  file  in  1994,  is  that  correct? 

Mr.  Podesta.  Yes. 

Mr.  Davis.  And  did  you  find  any  Executive  orders  at  that  point 
in  the  file? 

Mr.  Podesta.  Not  that  I  recall. 

Executive  orders? 

Mr.  Davis.  Right. 

Or  draft  Executive  orders? 

Mr.  Podesta.  I  don't  think  so.  But 

Mr.  Davis.  OK.  All  right.  That's  fine. 

Mr.  Podesta.  Mr.  Davis,  could  I  consult  with  counsel? 

Mr.  Davis.  Sure. 

I  yield  to  the  gentleman  from  Pennsylvania  while  the  gentleman 
is  consulting — excuse  me,  to  my  friend  from  Florida. 

Mr.  Podesta.  Mr.  Davis,  I  have  just  been  informed  by  counsel 
that  there  were  draft  Executive  orders  in  Mr.  Foster's  briefcase,  is 
my  understanding,  now  secondhand,  that— but  not  in — but  not  in 
the  Travel  Office  file. 

Mr.  Davis.  OK. 

Mr.  Podesta.  And  I  take  it  that  is  as  much  as  I  know  about. 

Mr.  Davis.  Were  any  of  these  items  related  to  the  Travel  Office? 

Mr.  Podesta.  No. 

Mr.  Davis.  Were  any  related  to  ICAP? 

Mr.  Podesta.  No. 

Mr.  Davis.  Any  related  to  the  White  House  project? 

Mr.  Podesta.  I  don't  think  so.  . 

Mr.  Davis.  Do  you  know  what  they  were  related  to? 

Mr.  Podesta.  No,  I  don't,  since  I  have  never  seen  them. 

Perhaps  you  want  to  submit  these  questions  for  the  record. 

Mr.  Davis.  I  think  we  may  want  to  do  that.  I  had  had  a  couple 
of  questions. 

I  would  yield  to  the  gentleman  from  Florida. 

Mr.  Mica.  I  appreciate  you  yielding  just  for  a  minute. 

Mr.  Shaheen,  I  want  to  get  back  to  one  thing.  We  have  heard 
comments  about  everyone  b^ing  so  forthcoming  and  how  there  has 
been  great  cooperation  in  this  investigation.  But  as  I  recall  earlier 
this  morning,  aid  you  say  that — and  you  had — I  mean,  you  are  part 
of  the  Office  of  Professional  Responsibility  of  the  Department  of 
Justice  which  has  a  really  important  oversight  responsibility. 
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Did  I  hear  you  say  this  morning  that  you  had  never  seen  this 
level  of  noncooperation? 

Mr.  Shaheen.  I  don't  think  I  put  it  with  those  words,  but  you 
captured  the  sense  of  my  testimony — , 

Mr.  Mica.  Thank  you. 

Mr.  Shaheen.  In  that  regard. 

Mr.  Davis.  I  would  reclaim  my  time. 

I  want  to  move  through  some  questions,  if  I  could,  very  quickly, 
Mr.  Podesta. 

Your  interview  notes  of  Lindsey  read,  Darnell  came  in  and  met 
with  GSA  that  morning.  Don't  know  how  he  got  meeting,  maybe 
Harry,  I  don't  know,  I  mdn't  do  didn't  do  it.  Lindsey  said  new  GSA 
administrator  soon,  lay  it  out  with  them.  How  would  Harry 
Thomason  arrange  a  meeting  with  Mr.  Martens,  any  idea? 

Mr.  Podesta.  Mr.  Davis,  you  went  over  that  so  fast  I  don't  think 
I  have  that  document  in  front  of  me.  I  really  couldn't  tell  what  you 
said.  I  couldn't  understand  what  you  said. 

Mr.  Davis.  All  right. 

You  had  some  interview  notes  of  Mr.  Lindsey  that  read — and 
that's  not  what's  in  front  of  you.  I  have  some  others  in  front  of  you 
I  am  going  to  ask  about.  But  that  "Darnell  came  in  and  met  with 
GSA  mat  morning,"  and  then  you  had  a  comment,  "don't  know  how 
he  got  meeting.  Maybe  Harry,  I  don't  know,  I  didn't  do  it.  Lindsey 
said  new  GSA  administrator  soon,  lay  it  out  with  them." 

Do  you  know  how  Mr.  Thomason  could  have  arranged  a  meeting 
for  Mr.  Martens,  if  he  in  fact  did  that? 

Mr.  Podesta.  First  of  all,  I  want  to  be  clear  about  one  thing  be- 
cause it  comes  back  to  the  chairman's  opening  statement.  Those 
are  not  my  notes. 

Mr.  Davis.  OK 

Mr.  Podesta.  But  they  are  notes,  they  are  work  papers  of  the 
meeting. 

Mr.  i5avis.  They  were  under  your  direction,  is  that  right? 

Mr.  Podesta.  Since  I — I  am  sensitive  about  that  given  the  chair- 
man's opening  statement. 

Mr.  Davis.  Do  you  know  whose  notes  they  might  have  been? 

Mr.  Podesta.  fr  I  could  see  them,  maybe  I  could  tell  you. 

Mr.  Davis.  Looks  like  a  doctor  from  tne  writing  on  it.  I  think  you 
had  some  notes  in  front  of  you,  I  think  it's  the  same  person. 

Mr.  Podesta.  I  think  these  are  different. 

Mr.  Davis.  Let  me  go  with  another  line,  if  I  could. 

Let  me  refer  you  to  Document  0044  and  0045. 

Mr.  Podesta.  Yeah. 

Mr.  Davis.  Notes  on  0044,  which  I  produce  and  give  to  you,  notes 
of  proposed  questions  by  one  of  four  White  House  staflT  involved  in 
management  review  read,  "Meeting  with  DM,"  whom  I  assume  is 
Darnell  Martens,  "re:  Federal  fleet.  Do  anything  for  DM,  call  any- 
one, anything  to  help?"  And  then  under  0045,  a  document  which 
reads,  '^Bruce  Lindsey  PTS,  DM  ICAP  project  meet  4-7,  4-12 
memo,  4-26  memo,  DM  project  to  have  financial  and  operational 
audit  of  Federal  nonmilitary  fleet,  use  TRM  as  consultant  to  WH," 
which  I  assume  is  White  House.  "What  did  BL  do?" 

Were  you  aware  of  Bruce  Lindsey  assisting  Harry  Thomason  and 
Darnell  Marten  in  seeking  these  contracts? 
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Mr.  PoDESTA.  I  was  aware  of  Bruce  Lindsej^s  role  which  I  would 
not  describe  as  assistance  on  this  project. 

Mr.  Davis.  All  right,  let  me  ask  Ms.  Kingsbury  and  Mr.  Shaheen, 
Mr.  Smith,  any  of  you  heard  of  any  of  Mr.  Lindse/s  role,  were  you 
aware  that? 

Ms.  Kingsbury.  No. 

Mr.  Smith.  No,  sir. 

Mr.  Davis.  Pretty  critical  to  the  area.  None  of  your  reports  could 
have  possibly  covered  that  because  you  didn't  know  anything  about 
that. 

Mr.  Smith.  No. 

Mr.  Davis.  Is  that  a  correct  inquiry? 

Ms.  Kingsbury  the  GAO  report 

Mr.  Clinger,  The  gentleman's  time  has  expired. 

And  the  gentleman — the  Chair  now  recognizes  the  gentleman 
from  Ohio,  Mr.  LaTourette,  for  5  minutes. 

Mr.  LaTourette.  Thank  you,  Mr.  Chairman. 

And  Inspector  Smith,  I  really  wanted  to  get  back  and  finish  that 
conversation,  which  seemed  like  it  happened  hours  ago,  and  it  did 
happen  hours  ago.  But  so  much  has  happened  in-between  that  I 
think  I  need  to  address  it  for  just  a  second,  Mr.  Podesta,  are  you 
a  professor  of  criminal  law  now,  per  chance,  in  your  private  life? 

Mr.  Podesta.  No. 

Mr.  LaTourette.  Well,  there  has  been  a  couple  of  references 
during  the  course  of  some  questioning  by  the  other  side  about  a  let- 
ter sent  by  the  chairman  that  dealt  with  Brady  v.  Maryland.  And 
Brady  v.  Maryland  I  am  familiar  with  by  being  a  former  prosecutor 
because  I  was  always  accused  by  defense  lawyers  of  violating  the 
Brady  rule. 

And  basically  the  Brady  rule  is  that  if  the  Grovernment  has  excul- 
patory material  within  its  file  and  it  doesn't  hand  it  over  to  the  de- 
fense, what  happens  in  the  case  of  a  conviction  where  the  Govern- 
ment has  sufficient  proof  to  prove  its  case  beyond  a  reasonable 
doubt  before  a  judge  or  jury,  that  conviction  can  be  overturned.  It 
is  one  of  those  technicalities  that  drives  people  in  the  public  at 
large  wild  but  it  protects  the  constitutional  guarantees  of  all  Amer- 
icans. 

And  as  I  understood  it,  I  didn't  understand  Mr.  Waxman's  point 
the  first  time  because  he  sort  of  went  right  through  it.  But  the  sec- 
ond time  he  seemed  to  be  accusing  the  cnairman  of  somehow  being 
a  defendant-coddling  liberal  for  wanting  the  defense  to  have  this 
information. 

I  would  say  that  the  status  of  the  record  today  is  that  in  certain 
situations,  since  only  you,  Mr.  Podesta,  have  had  the  opportunity 
to  review  the  Vince  Foster  travel  file  of  the  five  witnesses  in  front 
of  us,  and  Mr.  Shaheen's  observation  that  sometimes  getting  docu- 
ments out  of  the  White  House  despite  the  rhetoric  from  the  other 
side  was  akin  to  sending  a  dentist  into  a  barnyard  and  asking  him 
to  extract  teeth  from  a  chicken,  that  the  chairman  should  receive 
credit  in  this  matter  for  making  sure  that  should  the  case,  when- 
ever it  comes  up  in  the  next  couple  of  davs,  the  Government  be 
able  to  prove  its  case  beyond  a  reasonable  doubt  to  the  satisfaction 
of  a  judge  or  jury — I  believe  Chairman  Clinger  has  prevented  the 
Government  from  stepping  on  itself  collectively  by  making  sure  it 


604 

didn't  violate  the  Brady  rule.  And  I  would  ask,  Mr.  Chairman,  that 
unanimous  consent  that  a  copy  of  the  Supreme  Court  decision  of 
Brady  v.  Maryland  be  appended  and  made  a  part  of  this  record  so 
that  those  Members  of  this  committee  who  seem  to  understand  or 
believe  they  understand  what  that  case  stands  for  may  have  the 
opportunity  to  read  it  and  then  get  a  clear  understanding  of  the 
picture. 

[The  information  referred  to  follows:] 

Brady  v.  Maryland 

syllabus 

certiorari  to  the  court  of  appeals  of  maryland. 

No.  490.  Argued  March  1&-19,  1963.— Decided  May  13,  1963. 

In  separate  trials  in  a  Maryland  Court,  where  the  jury  is  the  judge  of  both  the 
law  and  the  facts  but  the  court  passes  on  the  admissibility  of  the  evidence,  peti- 
tioner and  a  companion  were  convicted  of  first-degree  murder  and  sentenced  to 
death.  At  his  trial,  petitioner  admitted  participating  in  the  crime  but  claimed  that 
his  companion  did  the  actual  killing.  In  his  summation  to  the  jury,  petitioner's  coun- 
sel conceded  that  petitioner  was  guilty  of  murder  in  the  first  degree  and  asked  only 
that  the  jury  return  that  verdict  "without  capital  punishment.  Prior  to  the  trial, 
petitioner's  counsel  had  requested  the  prosecution  to  allow  him  to  examine  the  com- 
panion's extrajudicial  statements.  Several  of  these  were  shown  to  him;  but  one  in 
which  the  companion  admitted  the  actual  killing  was  withheld  by  the  prosecution 
and  did  not  come  to  petitioner's  notice  until  after  he  had  been  tried,  convicted  and 
sentenced  and  after  his  conviction  ha  had  been  aflinned  by  the  Maryland  Court  of 
Appeals.  In  a  post-conviction  proceeding,  the  Maryland  Court  of  Appeals  held  that 
suppression  of  the  evidence  by  the  prosecutor  denied  petitioner  due  process  of  law, 
and  it  remanded  the  case  for  a  new  trial  of  the  question  of  punishment,  but  not  the 
question  of  guilt,  since  it  was  the  opinion  that  nothing  in  the  suppressed  confession 
could  have  reduced  [petitioner's]  offense  below  murder  in  the  urst  degree."  Held: 
Petitioner  was  not  denied  a  federal  constitutional  right  when  his  new  trial  was  re- 
stricted to  the  question  of  punishment;  and  the  judgement  is  affirmed.  Pp.  84-91. 

(a)  Suppression  by  the  prosecution  of  evidence  favorable  to  an  accused  who  has 
requested  it  violates  due  process  where  the  evidence  is  material  either  to  guilt  or 
to  punishment,  irrespective  of  the  good  faith  or  bad  faith  of  the  prosecution.  Pp.  86- 
88. 

(b)  When  the  Court  of  Appeals  restricted  petitioner's  new  trial  to  he  question  of 
punishment,  it  did  not  deny  him  due  process  or  equal  protection  of  the  laws  under 
the  Fourteenth  Amendment,  since  the  suppressed  evidence  was  admissible  only  on 
the  issue  of  punishment.  Pp.  88-91. 

226  Md.  422,  174  A.  2d  167,  affirmed. 

OPINION  OF  THE  COURT.  373.  U.S.  83 

E.  Clinton  Bamberger,  Jr.  argued  the  cause  for  petitioner.  With  him  on  the  brief 
was  John  Martin  Jones,  Jr. 

Thomas  Vf.  Jamison  HI,  Special  Assistant  Attorney  General  of  Maryland,  argued 
the  cause  for  respondent.  With  him  on  the  brief  were  Thomas  B.  Finan,  Attorney 
General,  and  Robert  C.  Murphy,  Deputy  Attorney  General. 

Opinion  of  the  Court  by  Mr.  JUSTICE  DoUGLAS,  announced  by  Mr.  JUSTICE  Bren- 
NAN. 

Petitioner  and  a  companion,  Boblit,  were  found  guilty  of  murder  in  the  first  de- 
gree and  were  sentenced  to  death,  their  convictions  being  aflirmed  by  the  Court  of 
Appeals  of  Maryland.  220  Md.  454,  154  A.  2d  434.  Their  trials  were  separate,  peti- 
tioner being  tried  first.  At  his  trial  Brady  took  the  stand  and  admitted  his  participa- 
tion in  the  crime,  but  he  claimed  that  Boblit  did  the  actual  killing.  And,  in  his  sum- 
mation to  the  jury,  Brady's  counsel  conceded  that  Brady  was  guilty  of  murder  in 
the  first  degree,  asking  only  that  the  jury  return  that  verdict  "without  capital  pun- 
ishnoent."  Frior  to  the  trial  petitioner's  counsel  had  requested  the  prosecution  to 
allow  him  to  examine  Boblit's  extrajudicial  statements.  Several  of  those  statements 
were  shown  to  him;  but  one  dated  July  9,  1958,  in  which  Boblit  admitted  the  actual 
homicide,  was  withheld  by  the  prosecution  and  did  not  come  to  petitioner's  notice 
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until  after  he  had  been  tried,  convicted,  and  sentenced,  and  after  his  conviction  had 
been  affirmed. 

Petitioner  moved  the  trial  court  for  a  new  trial  based  on  the  newly  discovered  evi- 
dence that  had  been  suppressed  by  the  prosecution.  Petitioner's  apf>eal  from  a  de- 
nial of  that  motion  was  dismissed  by  the  Court  of  Appeals  without  prejudice  to  relief 
under  the  Maryland  Post  Conviction  Procedure  Act.  222  Md.  442,  160  A.  2d  912. 
The  petition  for  post-conviction  relief  was  dismissed  by  the  trial  court;  and  on  ap- 

Seal  the  Court  oi  Appeals  held  that  suppression  of  the  evidence  by  the  prosecution 
enied  petitioner  due  process  of  law  and  remanded  the  case  for  a  retrial  of  the  ques- 
tion of  guilt.  226  Md.  422,  174  A.  2d  167.  The  case  is  here  on  certiorari,  371  U.S. 
812.1 

The  crime  in  question  was  murder  committed  in  the  perpetration  of  a  robbery. 
Punishment  for  that  crime  in  Maryland  is  life  imprisonment  or  death,  the  jury  being 
empowered  to  restrict  the  punishment  to  life  by  addition  of  the  words  "without  cap- 
ital punishment."  3  Md.  Ann.  Code,  1957,  Art.  27,  §413.  In  Maryland,  by  reason  of 
the  state  constitution,  theiury  in  a  criminal  case  are  "the  Judges  of  Law,  as  well 
as  of  fact."  Art.  XV,  §5.  Tne  question  presented  is  whether  petitioner  was  denied 
a  federal  ri^t  when  the  Court  of  Appeals  restricted  tlie  new  trial  to  the  question 
of  punishment. 

We  agree  with  the  Court  of  Appeals  the  suppression  of  this  confession  was  a  viola- 
tion of  wie  Due  Process  Clause  oi  the  Fourteenth  Amendment.  The  Court  of  Appeals 
relied  in  the  main  on  two  decisions  from  the  Third  Circuit  Court  of  Appeals — tfnited 
States  ex  rel.  Almeida  v.  Baldi,  195  F.  2d  815,  and  United  States  ex  rel.  Thompson 
V.  Dye,  221  F.  2d  763 — which,  we  agree,  state  the  correct  constitutional  rule. 

The  ruling  is  an  extension  of  Mooney  v.  Holohan,  294  U.S.  103,  112,  where  the 
Court  ruled  on  what  nondisclosure  by  a  prosecutor  violates  due  process: 

"It  is  a  requirement  that  cannot  be  deemed  to  be  satisfied  bt  more  notice  and 
hearing  if  a  State  has  contrived  a  conviction  through  the  pretense  of  a  trial 
which  in  truth  is  but  used  as  a  means  of  depriving  a  defendant  of  liberty 
through  a  deliberate  deception  of  court  and  jury  by  tne  presentation  of  testi- 
mony known  to  be  perjured.  Such  a  contrivance  by  a  State  to  procure  the  con- 
viction and  imprisonment  of  a  defendant  is  as  inconsistent  with  the  rudi- 
mentary demands  of  justice  as  is  the  obtaining  of  a  like  result  by  intimidation." 
In  Pyle  v.  Kansas,  317  U.S.  213,  215-216,  we  phrased  the  rule  in  broader  terms: 
'Tetitioner's  papers  are  inexpertly  drawn,  but  they  do  set  forth  allegations 
that  his  imprisonment  resulted  from  perjured  testimony,  knowingly  used  oy  the 
State  authorities  to  obtain  his  conviction,  and  from  the  deliberate  suppression 
hy  those  same  authorities  of  evidence  favorable  to  him.  These  allegations  suffi- 
ciently charge  a  deprivation  of  rights  guaranteed  by  the  Federal  Constitution, 
and,  if  proven,  would  entitle  petitioner  to  release  from  his  present  custody. 
Mooney  v.  Holohan,  294  U.S.  103." 
The  Third  Circuit  in  the  Baldi  case  construed  that  statement  in  Pyle  v.  Kansas 
to  mean  that  the  "suppression  of  evidence  favorable"  to  the  accused  was  itself  suffi- 
cient to  amount  to  a  aenial  of  due  process.  195  F.  2d,  at  820.  In  Napue  v.  Illinois, 
360  U.S.  264,  269,  we  extended  the  test  formulated  in  Mooney  v.  Holohan  when  we 
said:  "The  same  result  obtains  when  the  State,  although  not  soliciting  false  evi- 
dence, allows  it  to  go  uncorrected  when  it  appears."  And  see  Alcorta  v.  Texas,  355 
U.S.  28;  Wilde  v.  Wyoming,  362  U.S.  607.  Cf.  Durley  v.  Mayo,  351  U.S.  277,  285 
(dissenting  opinion). 

We  now  hold  that  the  suppression  by  the  prosecution  of  evidence  favorable  to  an 
accused  upon  request  violates  due  process"  wnere  the  evidence  is  material  either  to 
guilt  or  to  punishment,  irrespective  of  the  good  faith  or  bad  faith  of  the  prosecution. 
The  principle  of  Mooney  v.  Holohan  is  not  punishment  of  society  for  misdeeds  of 
a  prosecutor  but  avoidance  of  an  unfair  trial  to  the  accused.  Society  wins  not  only 
when  the  guilty  are  convicted  but  when  criminal  trials  are  fair;  our  system  of  the 


^Neither  party  suggests  that  the  decision  below  is  not  a  "final  judgement"  within  the  meaning 
of  28  U.S.C.  §  1257(3)  and  no  attack  on  the  reviewability  of  the  lower  court's  judgment  coula 
be  successfully  maintained.  For  the  general  rule  that  "Final  judgment  in  a  criminal  case  means 
sentence.  The  sentence  is  the  judgment"  (Berman  v.  United  States,  302  U.S.  211,  212)  cannot 
be  applied  here.  If  in  fact  the  Fourteenth  Amendment  entitles  petitioner  to  a  new  trial  on  the 
issue  of  guilt  as  well  as  punishment  the  ruling  below  has  seriously  prejudiced  him.  It  is  the 
ri^t  to  a  trial  on  the  issue  of  guilt  "that  presents  a  serious  and  unsettled  Question"  (Cohen  v. 
Beneficial  Loan  Corp.,  337  U.S.  541,  547)  that  "is  fundamental  to  the  further  conduct  of  the 
case"  iUniUd  States  v.  General  Motors  Corp..  323  U.S.  373,  377).  This  question  is  "independent 
of,  and  unaffected  by"  {Radio  Station  WOW  v.  Johnson,  326  U.S.  120,  126)  what  may  transpire 
in  a  trial  at  which  petitioner  can  receive  only  a  life  imprisonment  or  death  sentence.  It  cannot 
be  mooted  by  such  a  proceeding.  See  Largent  v.  Texas.  318  U.S.  418,  421-422.  Cf.  Local  No. 
438  V.  Curry,  371  U.S.  542.  549. 
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administration  of  justice  suffers  when  any  accused  is  treated  unfairly.  An  inscrip- 
tion on  the  walls  of  the  Department  of  Justice  states  the  proposition  candidly  for 
the  federal  domain:  The  United  States  wins  its  point  whenever  justice  is  done  its 
citizens  in  the  courts."  ^  A  prosecution  that  withholds  evidence  on  demand  of  an  ac- 
cused which,  if  made  available,  would  tend  to  exculpate  him  or  reduce  the  penalty 
helps  shape  a  trial  that  bears  heavily  on  the  defendant.  That  casts  the  prosecutor 
in  the  role  of  an  architect  of  a  proceeding  that  does  not  comport  with  standards  of 
justice,  even  though,  as  in  the  present  case,  his  action  is  not  "the  result  of  guile,* 
to  use  the  words  of  the  Court  of  Appeals.  226  Md.,  at  427,  174  A.2d,  at  169. 

The  question  remains  whether  petitioner  was  denied  a  constitutional  ri^t  when 
the  Court  of  Appeals  restricted  his  new  trial  to  the  question  of  punishment.  In  jus- 
tiiication  of  that  ruling  the  Court  of  Appeals  stated: 

There  is  considerable  doubt  as  to  how  much  good  Boblit's  undisclosed  confes- 
sion would  have  done  Brady  if  it  had  been  before  the  juiy.  It  clearly  implicated 
Brady  as  being  the  one  who  wanted  to  strangle  the  victim.  Brooks.  Boolit,  ac- 
cording to  this  statement,  also  favored  killing  him,  but  he  wanted  to  do  it  by 
shooting.  We  cannot  put  ourselves  in  the  place  of  the  jury  and  assume  what 
their  views  would  have  been  as  to  whether  it  did  or  did  not  matter  whether  it 
was  Brady's  hands  or  Boblit's  hands  that  twisted  the  shirt  about  the  victim's 
neck.  .  .  .  [I]t  would  be  too  dogmatic'  for  us  to  say  that  the  jury  would  not 
have  attached  anv  signiflcance  to  this  evidence  in  considering  the  punishment 
of  the  defendant  Bracfy. 

"Not  without  some  doubt,  we  conclude  that  the  withholding  of  this  particular 
confession  of  Boblit's  was  prejudicial  to  the  defendant  Brady.  .  .  . 

The  appellant's  sole  claim  of  prejudice  goes  to  the  punishment  imposed.  If 
Boblifs  withheld  confession  had  oeen  before  the  jury,  nothing  in  it  could  have 
reduced  the  appelant  Brady's  offense  below  murder  in  the  first  degree.  We  there- 
fore, see  no  occasion  to  retry  that  issue."  226  Md.,  at  420-430,  174  A.  2d,  at 
171.  (Italics  added.) 
If  this  were  a  iurisdiction  where  the  jury  was  not  the  judge  of  the  law,  a  different 
question  would  oe  presented.  But  since  it  is,  how  can  the  Maryland  Court  of  Ap- 
peals state  that  nothing  in  the  suppressed  confession  could  have  reduced  petitioners 
offense  '^low  murder  in  the  first  degree'7  If,  as  a  matter  of  Maryland  law,  juries 
in  criminal  cases  could  determine  the  admissibiliW  of  such  evidence  on  the  issue  of 
innocence  or  guilt,  the  question  would  seem  to  be  foreclosed. 

But  Maryland's  constitutional  provision  making  the  jury  in  criminal  cases  'iJie 
Judges  of  law"  does  not  mean  precisely  what  it  seems  to  say.^  The  present  status 
of  that  provision  was  reviewed  recentlv  in  Giles  v.  State,  229  Md.  370,  183  A.  2d 
359,  appeal  dismissed,  372  U.S.  767,  where  the  several  exceptions,  added  by  statute 
or  carved  out  by  judicial  construction,  are  reviewed.  One  of  those  exceptions,  mate- 
risd  here,  is  that  Trial  courts  have  always  passed  and  stiU  pass  upon  the  admissi- 
bility of  evidence  the  jury  may  consider  on  tne  issue  of  the  innocence  or  guilt  of  the 
accused."  229  Md.,  at  383,  183  A.  2d,  at  365.  The  cases  cited  make  up  a  long  line 
gping  back  nearly  a  century.  Wheeler  v.  State,  42  Md.  563,  570,  stated  that  instruc- 
tions to  the  jury  were  advisory  only,  "except  in  regard  to  questions  as  to  what  shall 
be  considered  evidence."  And  the  court  "having  such  ri^t,  it  follows  of  course,  that 
it  also  has  the  right  to  prevent  counsel  from  arguing  against  such  an  instruction." 
Bell  V.  State.  57  Md.  108,  120.  And  see  Beard  v.  State.  71  Md.  275,  280,  17  A.  1044, 
1045;  Dick  v.  State,  107  Md.  11,  21  68  A.  286,  290.  Cf.  Vogel  v.  State.  163  Md.  267, 
162  A.  705. 

We  usually  walk  on  treadierous  ground  when  we  explore  state  law,*  for  state 
courts,  state  agencies,  and  state  legislature  are  its  final  expositors  under  our  federal 
regime.  But,  as  we  read  the  Maryland  decisions,  it  is  the  court,  not  the  jury,  that 
passes  on  the  "admissibility  of  evidence"  pertinent  to  "the  issue  of  the  innocence  or 
guilt  of  the  accused."  Giles  v.  State,  supra.  In  the  present  case  a  unaninnus  Court 
of  Appeals  has  said  that  nothing  in  the  in  the  suppressed  confession  "could  have 


'Judge  Simon  E.  Sobelofl*  when  Solicitor  General  put  the  idea  as  follows  in  an  address  before 
the  Judicial  Conference  of  the  Fourth  Circuit  on  June  29,  1954:  The  Solicitor  General  is  not 
a  neutral,  he  is  an  advocate;  but  an  advocate  for  a  client  whose  business  is  not  nnerely  to  prevail 
in  the  instant  case.  My  client's  chief  business  is  not  to  achieve  victory  but  to  establish  justice. 
We  are  constantly  reminded  of  the  new  classic  words  penned  by  one  of  my  inostrious  prede- 
cessors, Frederick  William  Lehmann,  that  the  Govemnrient  wins  its  point  when  justice  is  done 
in  its  courts." 

3  See  Dennis,  Maryland's  Antique  Constitutional  Thorn,  92  U.  Of  Pa.  L.  Rev.  34,  39,  43:  Pres- 
coU,  Junes  as  Judges  of  the  Law:  Should  the  Practice  be  Continued,  60  Md.  St  Bar  Assn.  Rept 
246  253-254. 

*  For  one  unhappy  incident  of  recent  vintage  see  Oklahoma  Packing  Co.  ▼.  Oklahoma  Gaa  A 
EUctric  Co..  309  U.S.  4,  that  replaced  an  earlier  opinion  in  the  same  case,  309  U.S.  703. 
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reduced  the  appellant  Brady's  oflense  below  murder  in  the  first  deffree."  We  read 
that  statement  as  a  ruling  on  the  admissibility  of  the  confession  on  me  issue  of  in- 
nocence or  guilt.  A  sporting  theory  of  justice  might  assume  that  if  the  suppressed 
confession  had  been  used  at  the  first  trial,  the  judge's  ruling  that  it  was  not  admis- 
sible on  the  issue  of  innocence  or  guilt.  A  sporting  theory  of  justice  might  assume 
that  if  the  suppressed  confession  had  been  used  at  the  first  trial,  the  judge's  ruling 
that  it  was  not  admissible  on  the  issue  of  innocence  or  guilt  might  have  been  flouted 
by  the  jury  just  as  might  have  been  done  if  the  court  had  first  admitted  a  confession 
and  then  stricken  it  from  the  record.*  But  we  cannot  raise  that  trial  strategy  to  the 
dignity  of  a  constitutional  right  and  say  that  the  deprial  of  this  defendant  of  that 
sporting  chance  through  the  use  of  a  bifurcated  trial  (cf.  Williams  v.  New  York,  337 
U.S.  241)  denies  him  due  process  or  violates  the  Equal  Protection  Clause  of  the 
Fourteenth  Amendment. 

Affirmed. 

Separate  opinion  of  Mr.  JUSTICE  WHITE. 

1.  The  Maryland  Court  of  Appeals  declared.  The  suppression  or  withholding  by 
the  State  of  material  evidence  exculpatory  to  an  accused  is  a  violation  of  due  proc- 
ess" without  citing  the  United  States  Constitution  or  the  Maryland  Constitution 
which  also  has  a  due  process  clause.  *  We  therefore  cannot  be  sure  which  Constitu- 
tion was  invoked  by  the  court  below  and  thus  whether  the  State,  the  only  party  ag- 
grieved by  this  portion  of  the  judgment,  could  even  bring  the  issue  here  if  it  desired 
to  do  so.  See  New  York  City  v.  Central  Savings  Bank,  306  U.S.  661;  Minnesota  v. 
National  Tea  Co.,  309  U.S.  551.  But  in  any  event,  there  is  no  cross -petition  by  the 
State,  nor  has  it  challenged  the  correctness  of  the  ruling  below  that  a  new  trial  on 

fmni^ment  was  called  for  by  the  requirements  of  due  process.  In  my  view,  there- 
ore,  the  Court  should  not  reach  the  due  process  question  which  it  diecides.  It  cer- 
tainly is  not  the  case,  as  it  may  be  suggested,  that  without  it  we  would  have  only 
a  state  law  question,  for  assuming  the  court  below  was  correct  in  finding  a  violation 
of  petitioners  rights  in  the  suppression  of  evidence,  the  federal  question  he  wants 
decided  here  still  remains,  namely,  whether  denying  him  a  new  trial  on  guilt  as  well 
as  punishment  deprives  him  of  equal  protection.  There  is  thus  a  federal  question 
to  aeal  with  in  this  court,  cf.  Bell  v.  Hood,  327  U.S.  678,  wholly  aside  from  the  due 
process  question  involving  the  suppression  of  evidence.  The  majority  opinion  makes 
this  unmistakably  clear.  Before  dealing  with  the  due  process  issue  it  says,  "The 
question  presented  is  whether  petitioner  was  denied  a  federal  right  when  the  Court 
of  Appeals  restricted  the  new  trial  to  the  question  of  punishment."  After  discussing 
at  some  length  and  disposing  of  the  suppression  matter  in  federal  constitutions 
terms  it  says  the  question  still  to  be  decided  is  the  same  as  it  was  before:  "The  ques- 
tion remains  whether  petitioner  was  denied  a  constitutional  ri^t  when  the  Court 
of  Appeals  restricted  his  new  trial  to  the  question  of  punishment." 

The  result,  of  course,  is  that  the  due  process  discussion  by  the  Court  is  wholly 
advisoiy. 

2.  In  any  event  the  Court's  due  process  advice  goes  substantially  beyond  the  hold- 
ing below.  I  would  employ  more  confining  language  and  would  not  cast  in  constitu- 
tional form  a  broad  rule  of  criminal  discovery.  Instead,  I  would  leavethis  task,  at 
least  for  now,  the  rule-making  or  legislative  process  after  full  consideration  by  legis- 
lators, bench,  and  bar. 

3.  I  concur  in  the  Court's  disposition  of  petitioner's  equal  protection  argument. 

Mr.  Justice  Harlan,  whom  Mr.  Justice  Black  joins,  dissenting. 

I  think  this  case  presents  only  a  single  federal  question:  did  the  order  of  the 
Maryland  Court  of  Appeals  granting  a  new  trial,  limited  to  the  issue  of  punishment, 


'In  the  matter  of  confessions  a  hybrid  situation  exists.  It  is  the  duty  of  the  Court  to  deter- 
mine from  the  proof,  usually  taken  out  of  the  presence  of  the  jury,  if  they  were  freely  and  volun- 
tarily made,  etc.,  and  admissible.  If  admitted,  the  jury  is  entitled  to  hear  and  consider  proof 
of  the  circumstances  surrounding  their  obtention,  the  better  to  determine  their  weight  and  sufR- 
ciency.  The  fact  that  the  Court  admits  them  clothes  them  with  no  presumption  for  the  jury's 
purpose  that  they  are  either  true  or  were  freely  and  voluntarily  made.  However,  after  a  confes- 
sion has  been  admitted  and  read  to  the  jury  the  judge  may  change  his  mind  and  strike  it  out 
of  the  record.  Does  he  strike  it  out  of  the  jury's  mind?"  Dennis,  Maryland's  Antique  Constitu- 
tional Thorn,  92  U.  of  Pa.  L.  Rev.  34,  39.  See  also  Bell  v.  StaU,  supra,  at  120;  Vogel  v.  State. 
163  Md.,  at  272,  162  A.,  at  706-707. 

♦Md.  Const,  Art.  23;  Home  Utilities  Co..  Inc.  v.  Revere  Copper  &  Brass,  Inc.,  209  Md.  610, 
122  A.  2d  109;  Raymond  v.  StaU,  192  Md.  602,  65  A.  2d  285;  County  Comm'rs  of  Anne  Arundel 
County  V.  English,  182  Md.  514,  35  A.  2d  135;  Oursler  v.  Tawes,  178  Md.  471,  13  A.  2d  763. 


608 

violate  petitioner's  Fourteenth  Amendment  right  to  eaual  protection?^  In  my  opin- 
ion an  aflirmative  answer  would  be  required  if  the  Boblit  statement  would  have 
been  admissible  on  the  issue  of  guilt  at  petitioner's  original  trial.  This  indeed  seems 
to  be  the  clear  implication  of  this  Court's  opinion. 

The  Court,  however,  holds  that  the  Fourteenth  Amendment  was  not  iniringed  be- 
cause it  considers  the  Court  of  Appeals'  opinion,  and  the  other  Maryland  cases  deal- 
ing with  Maryland's  constitutional  provision  making  juries  in  criminal  cases  '*\hs 
Judges  of  Law,  as  well  as  of  fact,"  as  establishing  that  the  Boblit  statement  would 
not  have  been  admissible  at  the  original  trial  on  the  issue  of  petitioner's  guilt. 

But  I  cannot  read  the  Court  of  Appeals'  ooinion  with  any  such  assurance.  That 
opinion  can  as  easily,  and  perhaps  more  easiiv,  be  read  as  indicating  that  the  new 
trial  limitation  followed  from  tne  Court  of  Appeals'  concept  of  its  power,  under 
§645G  of  the  Maryland  Post  Conviction  Procedure  Act,  Md.  Code,  Art.  27  (1960 
Cum.  Supp.)  and  Rule  870  of  the  Maryland  Rules  of  Procedure,  to  fashion  appro- 
priate reuef  meeting  the  peculiar  circumstances  of  this  case,'  rather  than  from  the 
view  that  the  Boblit  statement  would  have  been  relevant  at  the  original  trial  only 
on  the  issue  of  punishment.  226  Md.,  at  430,  174  A.  2d,  at  171.  This  interpretation 
is  indeed  fortifled  by  the  Court  of  Appeals'  earlier  general  discussion  as  to  the  ad- 
missibility of  third-party  confessions,  which  falls  snort  of  saying  anything  that  is 
dispositive  of  the  crucial  issue  here.  226  Md.,  at  427^29,  174  A.  M,  at  170.» 

Nor  do  I  find  anything  in  any  of  the  other  Maryland  cases  cited  by  the  court  {ante, 
p.  89)  which  bears  on  the  admissibility  vel  non  of  the  Boblit  statement  on  the  issue 
of  guilt.  None  of  these  cases  suggests  anything  more  relevant  here  than  that  a  jury 
may  not  "overrule"  the  trial  court  on  questions  relating  to  the  admissibility  of  evi- 
dence. Indeed  they  are  by  no  means  clear  as  to  what  happens  if  the  jury  in  fact 
undertakes  to  do  so.  In  this  very  case,  for  example,  the  trial  court  charged  that  "in 
the  final  analysis  the  Junr  are  the  iudges  of  both  the  law  and  the  facts,  and  the  ver- 
dict in  this  case  is  entirely  the  jury  s  responsibility."  (Emphasis  added.) 

Moreover,  uncertainty  on  this  score  is  compounded  by  the  State's  acknowledgment 
at  the  oral  argument  here  that  the  withhela  Boblit  statement  would  have  been  ad- 
missible at  the  trial  on  the  issue  of  guilt.'* 

In  this  state  of  uncertainty  as  to  the  proper  answer  to  the  critical  underlying  issue 
of  state  law,  and  in  view  of'^the  fact  that  the  (Dourt  of  Appeals  did  not  in  terms  ad- 
dress itself  to  the  equal  protection  question,  I  do  not  see  how  we  can  properly  re- 
solve this  case  at  this  juncture.  I  think  the  appropriate  course  is  to  vacate  the  judg- 
ment of  the  State  Court  of  Appeals  and  remand  the  case  to  that  court  for  further 
consideration  in  light  of  the  governing  constitutional  principle  stated  at  the  outset 
of  this  opinion.  Cf.  Minnesota  v.  National  Tea  Co.,  309  U.S.  551. 

Mr.  LaTourette.  That  being  said,  I  want  to  go  back  to  you,  Mr. 
Shaheen,  because  there  has  been  some  observation  again  from  the 
other  side  that  we  have  wasted  a  day  here  and,  gosh,  we  read  all 
the  reports,  nothing  new  came  out,  no  crimes  were  committed,  no 
ethical  standards  were  violated.  And  in  preparing  for  a  hearing  I, 
anjrway,  look  for  a  couple  of  things,  and  one  of  the  things  that 
struck  me  was  your  memo  to,  I  believe,  your  supervisors  or  superi- 
ors that  indicated  you  were  stunned — and  that  has  been  covered, 
and  I  don't  want  to  cover  it  again — by  the  fact  that  the  Vince  Fos- 


^I  Agree  with  my  Brother  WHITE  that  there  is  no  necessity  for  deciding  in  this  case  the  broad 
due  process  questions  with  which  the  Court  deals  at  pp.  86-88  of  its  opinion. 

'Section  646G  provides  in  part:  "If  the  court  finds  in  favor  of  the  petitioner,  it  shall  enter 
an  approoriate  order  with  respect  to  the  judgment  or  sentence  in  the  former  proceedings,  and 
any  supplementary  orders  as  to  rearraignment,  retrial,  custody,  bail,  discharge,  correction  of 
sentence,  or  other  matters  that  nf\ay  br  necessary  and  proper."  Rule  870  provides  that  the  Court 
of  Appeals  "will  either  affirm  or  reverse  the  iiidgement  form  which  the  appeal  was  taken,  or 
direct  the  manner  in  which  it  shall  be  modified,  changed  or  amended." 

*It  is  noteworthy  that  the  Court  of  Appeals  did  not  indicate  that  it  was  limiting  in  any  way 
the  authority  of  Day  v.  Staie,  196  Md.  384,  76  A.  2d  729.  In  that  case  two  defendants  were  joint- 
ly tried  and  convicted  of  felony  murder.  Each  admitted  participating  in  the  felony  but  accused 
the  other  of  the  homidde.  On  appeal  of  the  defendants  attacked  the  trial  court's  denial  of  a  sev- 
erance, and  the  State  argued  that  neither  defendant  was  harmed  by  the  statements  put  in  evi- 
dence at  the  joint  trial  because  admission  of  the  felony  amounted  to  admissian  of  guilt  of  felony 
murder.  Nevertheless  the  Court  of  Appeals  found  an  abuse  or  discretion  and  ordered  separate 
new  trials  on  all  issues. 

*In  response  to  a  question  from  the  bench  as  to  whether  BobHfs  abatement,  had  it  been  of- 
fered at  petitioner's  original  trial,  would  have  been  admissible  for  all  purposes,  counsel  for  the 
SUte,  aOer  some  colloquy,  stated:  "It  would  have  been,  yet." 
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ter  file  was  somehow  2  years  in  coming,  wasn't  made  available  to 
you. 

But  something  else  that  I  looked  at  in  preparing  for  this  hearing, 
and  I'd  like  you  to  comment  on  it,  whether  I  have  been  given  bad 
dope  or  what  the  case  is,  but  I  was  told  that  during  preparation 
for  this  hearing,  you  advised  that  your  office,  and  you  in  particular, 
were  close  to  going  to  the  Attorney  General  to  request  a  full-blown 
investigation  into  possible  obstruction  of  justice  by  the  White 
House  in  this  investigation;  is  that  accurate,  or  was  I  misled? 

Mr.  Shaheen.  We  were  going  to  go  to  the  Attornev  General  and 
tell  her  of  our  concerns  that  the  White  House  was  being  obstruc- 
tionist, but  then  Mr.  Fiske  was  appointed  and  we  briefed  him  in 
detail,  in  great  detail 

Mr.  LaTourette.  ok. 

Mr.  Shaheen  [continuing].  On  this  matter,  and  passed  it  on  to 
him. 

Mr.  LaTourette.  So  the  appointment  of  a  Special  Prosecutor,  at 
least  in  your  mind  or  as  far  as  your  office  was  concerned,  then  obvi- 
ated the  need  to  ask  DOJ  to  look  into  it. 

Mr.  Shaheen.  He  subsumed  our  investigative  arena.  The  memo 
to  Mr.  Margolis,  I  might  add,  was  a  memo  to  a  man  who  already 
had  one  encounter  witn  Mr.  Nussbaum  in  which  he  essentially  tes- 
tified that  he  got  rolled  by  Mr.  Nussbaum  when  he  was  going  over 
to  do  the  investigation  of  Mr.  Foster's — do  the  inventory  of  Mr.  Fos- 
ter's office. 

Mr.  LaTourette.  And  I  believe — and  I  don't  remember  whose  re- 
port this  was  in,  maybe  yours,  Mr.  Podesta,  when  Mr.  Nussbaum 
finally  indicated  where  the  Foster  file  was,  it  was  in  some  file  cabi- 
net under  "T'  for  travel. 

Didn't  somebody  write  that  in  a  report  someplace? 

No? 

I  would  suggest  maybe  it  should  have  been  filed  under  "O"  for 
obstruction. 

Mrs.  Thurman.  Mr.  Chairman,  for  the  record,  could  they  say  no 
instead  of  just  shaking  their  heads  so  that  it's — so  that  we  know 
that's  in  the  record? 

Mr.  Clinger.  Yes. 

Let  the  record  show  that  the  answer  was  no. 

Mr.  LaTourette.  Inspector  Smith,  now  in  the  time  remaining,  I 
would  like  to  get  back  to  you. 

Where  we  left  off  was  the  fact  that  on  the  13th  of  May  there  was 
a  discussion  between  Ms.  Cornelius,  two  special  agents  of  the  FBI, 
wherein  her  concerns  about  the  Travel  Office  were  revealed.  I 
asked  you,  I  believe  when  I  ended,  did  she  reveal  during  that  con- 
versation she  was  the  President's  third  cousin?  You  said  no? 

Did  she  reveal  that  she  had  written  a  memo  on  February  the 
15th  sajdng  how  she  would  like  to  take  over  the  Travel  Office?  No? 

As  a  result  of  that  conversation,  isn't  it  an  accurate  conversation 
that  the  FBI  changed  its  position  about  we  can't  give  advice  to  now 
they  believe  that  there  was  predication  for  the  FBI  to  be  involved 
in  an  investigation  of  the  Travel  Office? 

Mr.  Smith.  At  the  time  of  the  conversation  with  Ms.  Cornelius — 
this,  of  course,  had  followed  conversations  with  both  Mr.  Kennedy 
and  Mr.  Foster.  The  comments  made  by  the  FBI  personnel  were 
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that  there  appeared  to  be  sufficient  predication  for  an  investiga- 
tion, however,  that  they  would  defer  a  final  decision  until  after  con- 
sultation with  Department  of  Justice. 

Mr.  LaTourette.  OK- 

And  we  were  talking  a  little  bit  about  credibility,  and  certainly 
not  only  doyou  have  to  have  some  hint  that  a  Federal  crime  is — 
under  uie  FBFs  jurisdiction  is  involved,  but  you  have  to  have  credi- 
ble information.  I  would  assume  that  based  upon  those  discussions, 
you — the  FBI  was  in  a  position  to  believe  that  it  was  getting  closer 
to  that,  we  have  some  credible  information  upon  which  to  begin  an 
investigation.  Is  that  fair  statement? 

Mr.  Smith.  That's  correct.  Because  you  had — ^there  had  been  con- 
versations with  at  least  three  White  House  employees  in  respon- 
sible positions. 

Mr.  LaTourette.  OK 

And,  Mr.  Podesta,  going  back  to  you  for  just  a  second,  because 
you  have  had  the  luxury  of  reviewing  Mr.  Foster's  travel  file,  Mr, 
Foster  made  extensive  notes  about  the  issue  of  credibility  in  this 
matter  and  whether  or  not  Ms.  Cornelius  was  credible  in  fact,  and 
I  think  that  this  actually  helped  the  White  House,  and  he  reached 
the  conclusion  that  she  was  credible  based  upon  discussions  he  had 
among  folks  within  the  White  House;  would  you  agree  with  that 
characterization? 

Mr.  Podesta.  I  think  Ms.  Cornelius  is  credible  as  to  her  knowl- 
edge and  she — I  have  interviewed  her.  I  don't  know  if  anybody  else 
here  has.  Maybe  Ms.  Kingsbury  has.  I  think  she  is  credible  with 
regard  to  facts.  I  think  I  would  question  whether  fi-om  the  facts  she 
is  credible  on  the  question  of  the  conclusions  she  drew. 

Mr.  LaTourette.  I  am  sorry,  the  last  part? 

Mr.  Podesta,  Sometimes  the  conclusions  she  drew. 

Mr.  LaTourette.  OK. 

In  his — and  I  hope  I  can  squeeze  this  in,  I  am  going  to  give  it 
my  best  shot.  In  his  notes  he  says  with  regard  to  allegations  of 
high  lifestyles  and  other  things  going  on  in  the  Travel  Office  that 
there  may  be  plausible  explanation,  and  Vince  Foster  writes  "plau- 
sible explanation"  all  over  his  paper.  Plausible  explanation  con- 
notes to  me  that  you  go  to  the  people  and  ask,  "Hey,  what  is  the 
deal?"  No  one  on  this  panel  interviewed  anyone  in  the  Travel  Of- 
fice, the  seven  employees,  prior  to  the  termination.  Am  I  correct  in 
that? 

Mr.  Podesta.  Prior  to  the  termination — I  did  not  interview  them 
prior  to  the  termination.  And  after  their  termination,  I  was  asked 
by  the  Justice  Department  not  to  interview  them. 

Mr.  LaTourette.  Prior  to,  no  one  in  the  White  House. 

Mr.  Podesta.  Prior  to  the  termination,  I  believe  no  one  in  the 
White  House  interviewed  them  with  respect  to  those  questions. 

Mr.  LaTourette.  Asked  them  if  they  had  a  plausible  expla- 
nation? 

Mr.  Podesta.  And  Mr.  Foster  was  noting  on  that  piece  of  paper 
that  there  could  be  a  plausible  explanation.  So  I  think  he  was 
being  rather  cautious,  and  he  should  be  commended  for  that. 

Mr.  LaTourette.  Absolutely. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 
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The  Chair  now  recogniizes  the  gentleman  from  Minnesota,  Mr. 
Gutknecht,  for  5  minutes. 

Mr.  Gutknecht.  I  thank  you,  Mr.  Chairman. 

I  would  like  to  have  a  document  given  to  Mr.  Podesta,  and  while 
that's  given  to  him,  I  want  to  ask  a  couple  of  questions  of  Mr.  Bell. 

For  the  record,  do  we  know  who  it  is  that  is  sitting  at  the  imme- 
diate right  to  Mr.  Bell? 

Mr.  Bell.  It  was  in  my  opening  statement,  the  Acting  Assistant 
Chief  Counsel  for  Disclosure  Litigation,  John  Cummings. 

Mr.  Gutknecht.  Thank  you. 

I  want  to  go  back  to  one  of  the  comments  you  made,  Mr.  Bell, 
that  this  was  purely  an  internal  IRS  audit.  Can  you  explain  to  this 
committee  why  on  May  21,  1993,  three  agents  of  the  IRS  arrived 
at  UltrAir,  the  carrier  used  by  the  old  Travel  Office  staff"  in  Ten- 
nessee, with  a  summons  in  hand  to  perform  an  unannounced 
audit?  Was  that  just  a  pure  coincidence? 

Mr.  Bell.  I  would  like  to  be  able  to  answer  that  question.  Unfor- 
tunately  

Mr.  Gutknecht.  Well,  answer  this  question.  Is  that  a  fact? 

Mr.  Bell.  I  have  the  same  problem  under  6103  in  answering 
that  question. 

Mr.  Gutknecht.  I  would  like  to  know  an  explanation  as  to  why 
we  can't  know  whether  in  fact  they  were  audited. 

Mr.  Bell.  Section  6103  of  the  Internal  Revenue  Code  prohibits 
us  from  discussing  issues  involving  particular  taxpayers  without  a 
taxpayer's  consent  that  allows  us — in  a  public  forum — ^to  disclose 
information.  That  was  in  my  opening  statement  relative  to  my  in- 
ability to  discuss  in  open  session  any  tax  matters  related  to  the  in- 
vestigation of  the  White  House  matters. 

Mr.  Gutknecht.  So  you  don't  know  whether  there  was  an  audit, 
or  you  just  won't  tell  us? 

Mr.  Bell.  I  can't  confirm  or  deny  any  specific  questions  relative 
to  tax  matters. 

Mr.  Gutknecht.  Mr.  Chairman,  I  do  hope  we  can  get  to  the  bot- 
tom of  this  and  get  it  on  the  record,  because  we  have  been  told  tiiat 
there  was  no  pressure  to  do  external  audits  on  individuals,  and  it 
seems  to  me  to  be  an  unbelievable  coincidence  that  that  happened. 

I  should  also  note  as  far  as  the  information  that  we  have  cur- 
rently available  that  the  result  of  that  audit  was  that  Mr.  Charles 
Caudle,  the  prior  president  of  UltrAir,  received  a  $5,000  refund 
from  the  IRS.  Now,  maybe  that  is  not  true,  but  we  can  get  to  the 
bottom  of  that. 

I  want  to  go  to  Mr.  Podesta.  I  have  had  distributed  to  you  a  copy 
of  some  handwritten  notes.  Can  you  tell  us  whose  handwritten 
notes  those  are  and  who  wrote  the  notes? 

Mr.  Podesta.  Bear  with  me  for  a  second.  I  believe  they  are 
Dwight  Holton's. 

Mr.  Gutknecht.  These  are  apparently  from  a  meeting  which  in- 
volved someone  by  the  named  of  Todd. 

Who  would  Todd  be? 

Mr.  Podesta.  Todd  Stern,  my  deputy  who  assisted  me  in  the 
preparation  of  this  report. 

Mr.  Gutknecht.  And  he  was  operating  on  your  behalf? 

Mr.  Podesta.  We  did  the  investigation  together. 
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Mr.  GUTKNECHT.  Were  you  familiar  with  these  notes  when  you 
wrote  the  report? 

Mr.  PODESTA.  I  don't  know  that  I  went  back  and  reviewed  the 
notes.  But  I  believe  I  sat  in  the  interview. 

Mr.  GuTKNECHT.  You  were  in  on  the  interview. 

Mr.  PoDESTA.  Yes.  JP  is  John  Podesta. 

Mr.  GuTKNECHT.  He  doesn't  have  the  best  penmanship,  but  this 
is  a  very  interesting — and  if  I  could,  Mr.  Chairman,  I  do  want  to 
submit  this  for  the  record.  It  is  page  0230. 

As  a  matter  of  fact,  I  would  request  unanimous  consent  to  have 
put  into  the  record  pages  0227  through  0230.  But  let  me  just 

Mr.  Clinger.  Without  obiection. 

[The  information  referred  to  follows:] 
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Mr.  GUTKNECHT.  Let  me  just  read  some  of  the  line  of  questioning 
here  and  the  responses.  "Did  you  talk  to  Ricky  about  this?" 

Who  would  Ricky  be? 

Mr.  PODESTA.  Ricky  Seidman. 

Mr.  GuTKNECHT.  And  then  the  answer  is,  "just  happened  to  be 
there  when  I  met  with  Nick." 

Who  would  Nick  be? 

Mr.  PoDESTA.  It's  Mack.  It  would  be  Mack  McLarty. 

Mr.  GunosfECHT.  That  would  be  Mack  McLarty? 

Mr.  PoDESTA.  Yeah.  But  it's  not  Nick,  it's  Mack. 

Mr.  GUTKNECHT.  OK  Well,  that's  even  more  interesting. 

And  JP  says  there  was  stuff  about  horse  races,  race  horses,  et 
cetera.  "Did  you  hear  the  rumor?"  The  answer  is  "yes."  "Any  evi- 
dence?" "No."  "From  where?  Inside  or  out?"  The  answer  is  inside. 

"You  didn't  know  before  they  were  fired?"  And  the  answer  is  "not 
before  that  week." 

"So  why?"  And  then  I  think  it  says  "memo."  I  am  not  sure  what 
memo  we  are  talking  about  here. 

Mr.  PoDESTA.  I  can't 

Mr.  GuTKNECHT.  You  go  on  down  the  page  and  this  is  interest- 
ing, too.  "What  was  Harry's  hurry?" 

Who  is  Harry  we  are  talking  about? 

Mr.  PoDESTA.  Thomason. 

Mr.  GuTKNECHT.  HaiTv. 

Mr.  PoDESTA.  Harry  Thomason. 

Mr.  GuTKNECHT.  Harry  Thomason  is  the  person  we  were  talking 
about  here.  "Don't  really  know.  He  agreed  with  me  that" — can  you 
fill  us  in,  "that"  what? 

Mr.  PoDESTA.  Well,  the  note  ends,  but  I  believe  Mr.  Eller  was 
one  of  the  persons — people  at — seeking  swift  action  in  this  matter. 

Mr.  GUTKNECHT.  i^ybody  else  that  you— — 

Mr.  PoDESTA.  Which  we  criticized  him  for  in  our  management  re- 
port, and  I  think  it  probably  relates  to  that. 

Mr.  GuTKNECHT.  Then  the  question  is  anybody  else  included  that 
you  know  of,  and  the  answer  was  no. 

But  this  is  where  it  gets  very  interesting,  Mr.  Chairman.  "Did 
you  keep  any  docs?"  And  I  assume  that  means  documents. 

Mr.  PoDESTA.  I  assume,  I  think  that's  correct. 

Mr.  GuTKNECHT.  And  the  answer  is  "threw  them  away." 

Now,  the  next  question  wasn't  why  did  you  throw  them  away, 
this  could  be  subject  to  a  criminal  investigation.  The  next  question 
was  "any  E-mail?"  -^id  the  answer  was  no.  And  then  "any  con- 
versations with  Bruce?" 

Who  would  Bruce  be? 

Mr.  PoDESTA.  Lindsey. 

Mr.  GuTKNECHT.  And  then  the  next  question  is  "give  him  any- 
thing, like  Marten's  memo?"  "Maybe,  he  was  on  a  trip." 

This  strikes  me — and  I'm  not  an  attorney,  and  perhaps  I  should 
turn  to  one  of  the  representatives  of  the  FBI,  but  it  seems  to  me 
that  if  there's  documents  destroyed  and  that  you  knew  about  it  and 
it  did  not  get  reported  to  the  FBI  who  was  doing  investigations, 
that  seems  to  be  rather  unusual,  doesn't  it?  And  perhaps  I  should 
talk — ^Mr.  Shaheen,  does  that  bother  you? 
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Mr.  Shaheen.  I'd  have  to  know  more  of  the  context,  Congress- 
man. Maybe  Mr.  Smith  is  more  famiHar  with  it,  but  I  have  to  know 
more  of  the  context  in  which  this  took  place. 

Mr.  GuTKNECHT.  But  you  had  made  formal  requests  for  docu- 
mentation; isn't  that  correct? 

Mr.  Shaheen.  That's  correct. 

Mr.  GuTKNECHT.  And  right  here  we  know  now  that  the  docu- 
ments were  destroyed.  Did  you  know  that  before  this  meeting 
today? 

Mr.  Shaheen.  No.  No,  sir. 

Mr.  GUTKNECHT.  OK. 

Thank  you  very  much. 

Mr.  Clinger.  The  gentleman's  time  has  expired.  And  I  now  rec- 
ognize the  gentleman  from  Indiana,  Mr.  Souder,  for  5  minutes. 

Mr.  Souder.  I  first  want  to  make — and,  I  once  again,  apologize 
for  my  loud  Notre  Dame  voice  that's  now  disappeared,  and  I  want 
to  make  a  brief  comment  on  Mr.  Kanjorski's  points.  AJid  I  person- 
ally don't  know  and  I  don't  think  many  of  us  here  know  whether 
or  not  the  employees,  may  have  been  reinstated,  have  practiced 
mismanagement  in  the  past. 

I  know  the  House  banking  system  certainly  was  not  practicing 
the  correct  procedures  and  I  think  many  of  the  steps  to  clean  that 
operation  up  are  commendable  and  I  think  we  ought  to  be  looking 
at  cleaning  up  all  the  government  operations  that  are  done  slop- 
pily. However,  this  investigation  today,  which  he's  also  said  was 
worthwhile,  is  more  on  how  it's  been  handled.  And,  quite  frankly, 
isn't  going  to  do  it. 

I  see  constantly  in  these  reports  and  in  listening  to  things  like 
it  was  unfortunate  the  appearance  of  things  going  wrong.  Quite 
frankly,  the  American  people  aren't  stupid.  The  bottom  line  is  this; 
that  after  the  election,  a  friend  of  the  President,  a  friend  of  the 
President's  wife,  big  friends,  start  proceedings  that  say  that  they're 
interested  in  trying  to  get  contracts,  which  while  they  may  not 
have  been  much  money  were  certainly  very  prestigious.  They  go  in 
eflTect  on  a  witch-hunt  and  Ms.  Cornelius  started  sneaking  around 
the  office. 

It's  been  stated  that  she  tried  to  copy  numerous  documents  and 
was  afraid  about  getting  caught.  That  isn't  the  way  you  do  inves- 
tigations. The  White  House  has  the  power  to  do  an  appropriate  in- 
vestigation if  they  suspect  fraud.  In  this  case,  it  was  a  person  who 
had  a  vested  interest  and  had  done  a  memo  that  was  interested  in 
replacing  it  and,  quite  frankly,  sometimes  in  witch  hunts  you  may 
find  things,  and  tney  may  have  found  things,  but  the  bottom  line 
is  the  American  people  can  figure  out  what  initiated  this  investiga- 
tion. It  is  an  abuse  of  power,  that  we  have  the  friend  of  the  Presi- 
dent's wandering  around  the  White  House,  uncertain  on  what  cre- 
dentials and  refusing  to  answer  from  different  reports  as  to  what 
kind  of  credentials  they  were. 

The  FBI  has  announced  at  a  press  conference  that  they're  inves- 
tigating. They  say  that  that  was  a  mistake,  and  then  they  proceed 
to  investigate.  The  IRS  says  it  didn't  get  any  pressure,  but  we  find 
out  that  the  IRS  has  investigated  the  person  who  heads  the  com- 
pany and  it  may  have  been  coincidental  and  maybe  they  picked  it 
up  from  the  press,  but  this  is  a  lot  of  coincidences.  We  find  that 
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the  staff  from  9  to  33  years  of  service  gets  fired  and  then  rein- 
stated. We  find  that  the  friend  of  Bill's  gets  the  first  contract  with- 
out bidding,  which  is  more  than  just  appearances  here.  At  this 
point  this  starts  to  become  a  pattern. 

There's  bad  press  so  that's  reversed.  There's  questions  whether 
the  American  Express  contract  was  also  bidded.  Then  we  find  out 
a  year  later  that  there's  been  a  Foster  file,  under  the  table,  not  on 
it,  so  it  wasn't  given.  And  I  did  have  one  other  question  for  Mr. 
Shaheen  on  that.  Were  you  aware  that  Mr.  Podesta,  who  you  knew 
he  had  a  June  3rd  interview  with  Mr.  Foster,  had  a  follow-up  inter- 
view on  June  30th? 

Mr.  Shaheen.  Excuse  me.  Congressman. 

Yes,  we  did  know  he  did.  And  let  me  take  this  occasion  to  ac- 
knowledge the  presence  of  the  two  attorneys  who  did  this  inves- 
tigation, Ms.  Judith  Wish  and  Marlene  Wahowiak  of  OPR. 

Mr.  SouDER.  And  were  you  aware  that  one  of  the  notes  in  that 
Foster  notes  said  that  they  should  thereby  defend  H.R.C.,  presum- 
ably Hillary  Rodham  Clinton,  whatever  her  role  is? 

Mr.  Shaheen.  Yes. 

Mr.  SouDER.  When  you  add  all  this  together,  and  also  the  allega- 
tion that  Jeff  Eller  has  wiped  out  documents  which  may  have  been 
duplicated,  but  we're  not  sure  whether  they  were  in  fact  duplicated 
because  we  don't  know  what  he  wiped  out,  he  tries  to  get  the  staff 
fired.  He's  reprimanded  for  being  inappropriate  because  of  his  per- 
sonal relationship  with  Ms.  Cornelius,  who's  been  in  the  office. 
Even  your  report  which,  quite  frankly,  detailed  a  number  of  these 
things,  Mr.  Podesta,  and  you  have  worked  to  clean  up  the  office 
and  1  give  vou  credit  for  that  and  I  give  you  credit  for  acknowledg- 
ing these,  Dut  you  can  see  why  the  American  people  view  this  as 
a  lot  more  than  just  the  appearance. 

Even  when  you  put  that  much  in  appearances  together,  you  start 
to  wonder  whether  or  not  this  was  a  definite  abuse  of  power. 

I  want  to  make  one  other  point.  We've  had  this  chart  up  here 
today,  and  I  would  like  to  see  it  inserted  for  the  record,  and  one 
of  the  other  reasons  that  this  is  a  preliminary  hearing,  can  you  all 
see  the  one  down  here  where  it  says  did  they  interview  key  players 
for  the  reports? 

[The  chart  referred  to  follows:] 
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Mr.  SouDER.  I  want  to  make  sure  that,  first  off,  that  that's  not 
inaccurate,  if  you  notice  any  of  the  differences  there.  And  there  are 
reasons.  For  example,  because  of  the  Fiske  investigation,  and  cor- 
rect me  if  this  is  wrong,  the  White  House  was  not  able  to  interview 
the  travel  employees.  Tlie  FBI  was  not  able  to  interview  a  number 
of  these  people,  and  you,  in  fact,  have  notes  all  the  way  down  be- 
cause you  did  it  internally. 

The  White  House  management  review  and  also  Mr.  Shaheen's 
was  not  able  because  as  you  just  said  a  little  bit  ago,  it  was  turned 
over  to  Fiske  at  some  pomt.  The  GAO  couldn't  get  the  information. 
So  the  bottom  line  is  that  all  these  reports  that  we've  had  thus  far 
haven't  talked  to  the  Travel  Office  employees. 

Most  of  you  haven't  talked  to  Thomason.  Most  of  you  haven't 
talked  to  Martens.  Two  of  you  haven't,  FBI  and  OPR,  haven't 
talked  to  the  Chief  of  Staff.  Two  haven't  talked  to  the  Deputy  Chief 
of  Staff.  One  hasn't  talked  to  the  person  in  charge  of  admmistra- 
tion.  One  hasn't  talked  to  the  deputy  and  two  haven't  talked  to  the 
First  Lady;  the  third,  only  written  questions.  Does  not  that  call 
into  question  whether  we  have  all  the  facts?  And,  indeed  we  may 
have  to  wait  until  the  court  cases  are  over  and  Mr.  Fiske's  inves- 
tigations are  over,  but  part  of  what  we're  establishing  here  is  the 
record  may  not  be  complete. 

Would  you  allege  that  your  reports  are  all  complete,  not  having 
interviewed  a  lot  of  those  people?  That  can  be  to  Mr.  Shaheen,  to 
any  of  you  at  the  table. 

Mr.  Shaheen.  I,  too,  await  the  independent  counsel's  report, 
Congressman. 

Mr.  SoUDER.  Ms.  Kingsbury,  do  you — knowing  all  the  informa- 
tion that  you've  heard  since  tnen,  knowing  you  didn't  get  access  to 
those,  would  you  not  wonder,  not  on  the  question  of  cleaning  up  the 
office,  but  in  whether  in  fact  you  had  enough  inform.ation  to  draw 
conclusions  on  the  process? 

Ms.  Kingsbury.  Our  report  clearly  disclosed  what  our  limitations 
were  at  the  time,  and  that  disclosure  meets  our  standards.  So  we 
have  no  reason  to  second-guess  the  report. 

Mr.  Souder.  What  about  you,  Mr.  Podesta? 

Mr.  Podesta.  We  were  asked  not  to  interview  the  Travel  Office 
employees,  but  I  would  say  that  virtually  everything  you  iust  read, 
we  disclosed  on  July  2nd,  1993,  and  there's  not  a  fact  in  this  report 
that  has  been  challenged  today. 

Mr.  Clinger.  The  gentleman's  time  has  expired. 

The  Chair  now  recognizes  the  gentleman  from  Pennsylvania,  Mr. 
Fox,  for  5  minutes. 

Mr.  Fox.  Thank  you,  Mr.  Chairman.  Mr.  Podesta,  I'd  like  to  re- 
turn for  a  moment,  if  I  may,  to  some  differences  between  the  Peat 
Marwick's  draft  and  the  final  reports.  In  the  draft.  Peat  Mar  wick 
states  in  pertinent  part,  the  procedures  we  performed  were  limited 
in  nature  and  extent  to  those  which  the  Office  of  Counsel  deter- 
mined best  fit  its  needs. 

In  other  words,  the  very  same  Office  of  Counsel  which  called  in 
the  FBI  in  the  first  place,  and  then  told  it  to  await  the  results  of 
the  Peat  Marwick  report,  was  controlling  the  outcome  of  that  re- 
port. This  concerns  me  a  g^eat  deal.  And  it  obviously  concerned  the 
White  House  a  g^eat  deal,  because  Peat  Marwick's  final  report 
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states,  the  procedures  we  performed  were  limited  in  nature  and  ex- 
tent and  were  agpreed  to  by  the  Office  of  Management  and  Adminis- 
tration. 

Mr.  Podesta,  you  can  only  conclude  that  Peat  Marwick  either  did 
not  know  the  difference  between  Office  of  White  House  Counsel 
and  the  Office  of  Management  and  Administration,  or  its  final  re- 
port was  edited  by  the  White  House,  and  I  strongly  suspect  the  lat- 
ter. 

I  would  like  to  return  to  Objective  12,  if  I  may,  in  the  KPMG 
draft.  If  you  recall,  the  White  House  fired  the  Travel  Office  employ- 
ees because  of  gross  mismanagement,  complaints  of  press  overbill- 
ing,  and  shoddy  recordkeeping.  That  is  what  makes  Objective  12 
very  interesting  to  me. 

In  Objective  12,  Peat  Marwick  summarized  five  trips  that  were 
managed  by  the  fired  Travel  Office  staffers.  Not  only  did  Peat 
Marwick  find  sufficient  records  to  determine  that  the  Travel  Office 
employees'  estimates  of  the  total  cost  of  those  five  trips  came  with- 
in $9,000  of  the  trip's  $407,000  total  cost.  In  other  words,  the  Trav- 
el Office  employees  scored  97.8  percent  accuracy  by  the  seat  of 
their  allegedly  incompetent  pants.  Did  you  ever 

Mr.  Podesta.  There's  an  explanation  for  that,  Mr.  Fox.  If  you 
want  me  to  give  it. 

Mr.  Fox.  I  would  be  glad  to  hear. 

Mr.  Podesta.  First  of  all,  let  me  explain  how,  to  the  best  of  my 
recollection,  how  Peat  Marwick  was  retained  and  brought  in.  Jen- 
nifer O'Connor,  who  worked  for  Mr.  Watkins  in  the  Office  of  Man- 
agement Administration,  brought  Peat  Marwick,  I've  forgotten  his 
name,  Larry  Herman,  brought  Larry  Herman's  existence,  if  you 
will,  for  the  attention  of  Mr.  Watkins.  Mr.  Watkins,  I  believe,  con- 
tacted Mr.  Herman.  Mr.  Kennedy  was  involved  at  that  time.  They 
were  looking  for  a  way  to  audit  the  office.  So  Mr.  Herman  could 
have  been  confused,  but  I  think  Mr.  Watkins  was  the  person  that 
actually  did  do 

Mr.  Fox.  Let  me  ask  you  this  question. 

Mr.  Podesta  [continuing].  The  contact. 

Mr.  Fox.  I  appreciate  your  explanation. 

Mr.  Podesta.  With  regard  to  the  second  point  you  raised,  97.8 
percent,  when  you  have  only  one  airline  that  you're  dealing  with, 
and  you're  dealing  with  it  on  a  formula  basis,  it's  easy  to  get  the 
formula  right.  If  there's  no  competitive  bidding,  it's  easy  to  esti- 
mate what  the  ultimate  cost  is  going  to  be. 

Mr.  Fox.  But  the  question  is,  the  one  that  is  actually  probative, 
did  you  ever  inquire  in  the  course  of  your  White  House  manage- 
ment review  why  the  very  results  that  I  am  speaking  of  were  re- 
moved from  the  final  Peat  Marwick  report?  Do  you  know  why,  yes 
or  no? 

Mr.  Podesta.  I  do  not  know  the  answer  to  that. 

Mr.  Fox.  OK.  My  review  suggests  that  time  and  time  again  the 
results  of  the  Peat  Marwick  draft  were  altered  to  eliminate  evi- 
dence that  did  not  support  the  White  House  spin  that  the  fired 
Travel  Office  employees  were  incompetent.  One  very  large  piece  of 
evidence  that  was  not  available  to  us  2  years  ago  was  the  Vince 
Foster  Travel  Office  file. 
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Did  you  ever,  Mr.  Podesta,  become  aware  in  the  course  of  your 
management  review  of  a  meeting  on  Friday,  May  21st,  to  review 
a  Peat  Marwick  final  report?  Yes  or  no? 

Mr.  Podesta.  On  May  21st? 

Mr.  Fox.  Yes.  Were  you  aware  of  that  meeting  to  review  the  final 
Peat  Marwick  report?  You  may  not  have  been. 

Mr.  Podesta.  Well,  I  may  have  been.  I  just — I  don't  recall. 

Mr.  Fox.  Let  me  just  bring  this  to  your  attention.  Vince  Foster 
noted  in  an  entry  dated  May  21st  that  Ricki  Seidman  requests  me 
to  join  review  of  the  audit.  Ricki  Seidman,  William  Kennedy,  David 
Watkins,  and  Mr.  Foster  were  to  be  at  the  old  Executive  CMfice 
Building  to  take  the  draft  to  Nussbaum  and  question  whether  to 
release  it.  And  when  finished  while  waiting  printing,  were  to  meet 
again  in  George  Stephanopoulos'  office.  Were  you  aware  of  that 
meeting,  yes  or  no? 

Mr.  Podesta.  I  don't  remember  whether  I  was  aware  or  not. 

Mr.  Fox.  Finally,  I  ask  this 

Mr.  Podesta.  If  there  are  notes — again,  these  matters  occurred 
two  and  a  half  years  ago,  over  the  course  of  6  weeks,  and  I  just 
don't  recall.  If  there's  something  that 

Mr.  Fox.  Did  you  notice  whether  it  was  in  your  management  re- 
view, about  the  differences  between  the  final  and  draft? 

Mr.  Podesta.  There's  nothing  in  the  management  review  about 
the  differences  between  the  final  and  the  draft,  but  I  think  the 
final  does  speak  for  itself  and  lays  out  a  number  of 

Mr.  Fox.  With  this  meeting  with  Foster 

Mr.  Podesta.  A  number  of  problems  with  the  Travel  Office 
which  Ms.  Kingsbury  in  the  GAO  report 

Mr.  Fox.  I  understand.  Was  this  meeting  with  Foster  on  May 
21st  noted  in  your  management  draft,  if  you  know? 

Mr.  Podesta.  I  don't  believe  so. 

Mr.  Fox.  OK  I  would  ask  this  question.  How  can  you  claim,  as 
you  did  in  your  opening  remarks,  that  the  White  House  manage- 
ment review  would  stand  the  test  of  time,  when  it  deliberately  ig- 
nored meetings  such  as  this  one  where  the  White  House  created 
out  of  whole  cloth  the  substantiation  that  was  required  to  justify 
the  firings  of  the  Travel  Office  staff? 

Mr.  Podesta.  I  would  justify  that  statement  by  the  statement  I 
just  made,  which  is  there's  not  a  fact  in  this  report  that's  been 
challenged  today. 

Mr.  Fox.  Mr.  Chairman,  I  would  ask  that  the  KPMG  Peat 
Marwick  reports,  the  draft  of  May  17th  and  the  final  as  well  of  the 
same  date,  be  submitted  for  the  record. 

Mr.  Clinger.  Without  objection. 

Mr.  Fox.  And  as  well,  the  Vince  Foster  notebook,  pages  1  and  2. 

Mr.  Clinger.  Without  objection,  so  ordered. 

Mr.  Fox.  Thank  you.  I  yield  back  the  balance  of  my  time. 

[The  information  referred  to  follows:] 
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DRAFT— FOR  DISCUSSION  PURPOSES  ONLY 

May  17.  1993. 

PRIVATE  AND  CONFIDENTUL 

SUBJECT  TO  ATTORNEY/CUENT  PRIVILEGE 

Mr.  William  H.  Kennedy  HI, 
Associate  Counsel  to  the  President, 
The  White  House. 
Office  of  the  Counsel.  Room  136. 
Old  Executive  Office  Building. 
Washington.  DC. 

Dear  Mr.  Kennedy:  KPMG  Peat  Marwick  is  please  to  provide  you  with  this  re- 
port gummarizing  our  review  of  the  White  House  Telegraph  and  Transportation 
Service  (referred  to  in  this  document  as  the  press  travel  office),  which  was  con- 
ducted in  accordance  with  our  letter  date  May  17,  1993.  In  addition,  we  have  pro- 
vided you  a  seperate  communication  of  our  observations  and  suggestions  for  new 
policies  and  procedures  for  press  travel  office  operations. 

BACKGROUND 

Our  letter  to  you  dated  May  17,  1993  described  the  scope,  objectives,  and  meth- 
odology used  to  conduct  our  study.  The  purpose  of  this  review  was  to: 

•  Evaluate  the  effectiveness  of  present  accounting  policies,  practices,  and  proce- 
dures. This  speciflcally  includes  an  assessment  of  automated  and  non-automated 
systems,  accounting  controls,  cash  management  and  financial  reporting. 

•  Identify  speciflc  opportunities  to  improve  the  accounting  system  and  related  in- 
ternal controls  of  the  ofiice. 

•  Provide  technical  support  and  advice  to  you  and  your  staff  in  related  areas  of 
review,  such  as  organization,  staffing,  contracting  procedures  and  the  like. 

Our  on-site  work  was  conducted  at  the  press  travel  ofiice  from  May  14,  1993  to 
May  16,  1993. 

LIMITATIONS  TO  THIS  REVIEW 

The  following  paragraphs  describe  the  specific  objectives,  procedures  and  findings 
of  our  diagnostice  review.  The  procedures  we  performed  were  limited  in  nature  and 
extent  to  those  which  the  Office  of  the  Counsel  determined  best  fit  its  needs.  The 
test  procedures  that  the  KPMG  Peat  Marwick  study  team  used  depended  upon  the 
availability  of  data  to  review  and  the  limited  amount  of  time  we  had  to  conduct  our 
work.  As  such,  this  report  may  not  necessarily  disclose  all  significant  matters  about 
the  press  travel  office  or  reveal  errors  or  irregularities,  if  any,  in  the  underlying  in- 
formation. Furthermore,  such  procedures  do  not  constitute  an  audit,  examination, 
or  review  in  accordance  with  Standards  established  by  the  American  Institute  of 
Certified  Public  Accountants  and,  therefore,  we  do  not  express  an  opinion  or  any 
other  form  of  assurance  on  the  information  presented  in  our  report.  Furthermore, 
we  do  not  make  any  representations  regarding  the  sufficiency  of  the  procedures  we 
performed  for  your  information  needs. 

SUMMARY  OF  FINDINGS 

Exhibit  1  summarizes  our  major  observations  and  conclusions.  In  particular,  our 
study  determined  that  there  were  several  significant  weaknesses  in  the  existing  in- 
ternal control  systems  of  the  press  travel  office.  These  weaknesses  are  described  in 
more  detail  in  the  sections  that  follow. 

In  addition  to  the  weaknesses  noted  in  Exhibit  1,  we  noted  certain  discrepancies 
with  regard  to  petty  cash  transactions.  Eight  checks  written  to  cash  on  the  Riggs 
account  were  either  not  accounted  for  as  an  increase  to  the  petty  cash  fund,  incor- 
rectly recorded  in  the  petty  cash  fund,  or  missing  from  the  petty  cash  fund  docu- 
mentation. The  total  amount  of  checks  written  to  cash  that  were  unsupported  in  the 
petty  cash  book  is  $18,200. 
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Summary  of  Major  Accounting  System  Weaknesses 

AREA  OF  WEAKNESS  AND  EXAMPLES  OF  WEAKNESSES 

Lcu:k  of  Accountability 

There  is  no  oversight  entity  or  hi^er  level  review  process  of  activities  or  trans- 
actions of  the  office. 

There  is  a  lack  of  financial  control  consciousness  among  the  existing  staff. 

There  is  no  financial  reporting. 

TTiere  are  no  reconciliations  of  financial  information  other  than  bank  statement. 

There  is  no  system  of  checks  and  balances  on  transactions  and  decisions  within 
the  office. 

Lack  of  Accounting  Control  and  Systems 

Accounting  policies  and  procedures,  if  they  exist  at  all,  are  informal  or  poorly  com- 
municated. 

There  are  no  ^stems  or  procedures  documentation. 

There  is  no  existence  of  a  general  ledger. 

There  is  a  lack  of  personnel  with  accounting  knowledge. 

Lack  of  Documentation 

Several  invoices  sampled  have  missing  or  inadequate  documentation. 

Documentation  for  bills  submitted  to  the  press  is  either  inadequate  or  missing. 
No  copies  on  fUe  of  bills  to  customers/press. 

There  is  no  evidence  of  periodic  reconciliations  for  accounts  and  records. 

Lack  of  Contractual  Support 

There  is  no  formal  contract  with  Ultrair,  the  primary  domestic  press  charter  serv- 
ice. 

There  is  no  evidence  or  documentation  of  competitive  bids,  verbal  quotes,  or  pur- 
chase order  system  for  press  diarter  service. 

Inadequate  Billing  Process 

Billing  practices  are  informal  and  inconsistent. 

Pricing  decisions  to  "customers"  are  based  on  personal  judgments  of  supply  and 
demand,  not  necessarily  on  actual  costs  incurred. 

Differences  between  trip  estimated  costs,  which  are  the  basis  for  billings,  and 
amounts  billed,  are  not  documented. 

FINDINGS 

This  section  of  our  report  details  the  findings  of  our  study.  For  each  area  of  our 
review  we  identify  the  study  objective,  the  procedures  we  used  to  conduct  the  re- 
view, and  our  primary  findings. 

Obiective  1:  To  gain  a  preliminary  understanding  of  the  accounting  system,  spe- 
cifically the  cash  receipts  and  cash  disbursements  cycles. 

Procedures: 

We  interviewed  the  Director  of  the  press  travel  office  to  gain  an  overall  under- 
standing of  the  financial  management  practices  of  the  office. 

Findings: 

Our  initial  review  of  the  major  financial  management  practices  and  policies  of  the 
office  indicated  a  number  of  potential  significant  internal  control  weaknesses,  in- 
cluding the  following: 

General: 

•  No  general  ledger  or  other  form  of  double  entry  bookkeeping. 

•  No  nnancial  statement  preparation. 

•  No  external  review  mechanism. 

Cash  Receipts: 

•  No  double  entry  cash  receipts  journal. 

•  Improper  segregation  of  duties  with  respect  to  access  to  accounting  function  and 
access  to  cash  receipts. 

•  Incoming  checks  not  restrictively  endorsed  on  a  timely  basis. 

•  Incoming  checks  not  deposited  on  a  daily  basis. 

•  Inadequate  reconciliation  of  total  cash  receipts  to  deposits  in  the  bank  due  to 
lack  of  daily  cash  receipts  log. 

•  Inability  to  determine  if  cash  received  v/aa  properly  or  accurately  applied  to  the 
related  receivable  (customer/press  account  balance). 
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Air  Charter: 

•  No  overall  contract  exists  with  the  primary  domestic  charter  company,  Ultrair, 
Inc. 

•  No  contracts  issued  for  each  individucd  trip. 

•  No  detailed  service  information  provided  in  charter  billings  to  determine  exactly 
what  is  being  paid  for  and  if  the  charges  are  reasonable. 

TYip  Billing  System: 

•  Billing  invoices  not  prenumbered  or  multi-part.  Access  to  the  stationary  not 
controlled. 

•  Trip  records  can  be  deleted  from  the  AREV  Travel  System  (AREV)  when  open 
receivables  still  exist. 

•  The  system  provides  no  summary  of  daily  cash  applied  to  the  receivables. 

•  Remittances  provided  by  the  customers/press  are  discarded  after  the  receipts 
are  recorded  in  the  system. 

•  Seardi  capabilities  on  the  AREV  system  are  limited  and  information  can  only 
be  listed  by  trip. 

Press  Reimbursement  of  TYip  Costs: 

•  No  formal  reconciliation  procedure  exists  to  adjust  amounts  billed  to  the  press 
after  comparison  to  actual  costs. 

Accounts  Payable /Cash  Disbursements: 

•  No  double-entry  cash  disbursements  journal. 

•  Inadequate  or  non-existent  segregation  of  duties  between  individuals  with  ac- 
counting and  check  writing  authorities. 

•  No  disbursements  log  exists  for  air  charter  invoices. 

Objective  2:  To  verify  the  accuracv  of  the  activity  in  the  petty  cash  fund  by  de- 
termining if  all  checks  written  to  casn  were  recorded  as  increases  to  the  petty  cash 
fund,  and  all  withdrawals  from  the  petty  cash  fund  were  supported  and  properly 
biUed. 

Procedures: 

(a)  Selected  all  checks  written  to  "cash"  from  a  population  of  all  canceled  checks 
received  from  Riggs  National  Bank  from  January  1,  1992  to  April  30,  1993. 

(b)  Traced  the  amount  and  date  on  the  canceled  check  to  the  petty  cash  book. 

(c)  Located  and  summarized  the  detailed  petty  cash  uses  (i.e.,  expenses  incurred) 
for  each  employee  of  the  office.  This  proceaure  was  done  in  order  to  determine  if 
the  detailed  information  agrees  to  the  summary  information. 

(d)  Traced  a  sample  of  10  petty  cash  disbursements  related  to  10  trips  as  listed 
in  the  petty  cash  book  to  the  oiarges  on  the  respective  trip  worksheets. 

Findings: 

(a)  In  reviewing  petty  cash,  we  noted  discrepancies  between  the  amounts  written 
to  "cash"  on  the  Kiggs  bank  account  and  the  recordation  of  this  amount  into  the 

getty  cash  fiind.  Each  of  the  eight  checks  was  made  out  to  "cash"  and  signed  by 
;ill  Dale,  Director  of  the  press  travel  office,  and  endorsed  by  Bill  Dale.  A  detailed 
listing  of  discrepancies  follows: 


Ckack  Date 


Check  No 


Afflovnt  to 
"C«ik" 


UcratM  to 
PittyCash 


January  11,  1993  .... 

October  9,  1992 

June  17,  1992 

April  10,  1992  

February  18,  1992  .. 
December  27,  1991 
December  18,  1991 
December  5,  1991  .. 


4441 

$2,500 

None 

4173 

5,000 

$2,000 

3898 

3,000 

None 

3780 

2,500 

None 

3617 

3.000 

None 

3567 

2,000 

None 

3557 

3,000 

None 

3533 

2,000 

None 

23.000 


(b)  For  three  petty  cash  transactions  dated  December  27,  1991,  December  18,  1991 
and  December  5,  1991,  the  page  from  the  petty  cash  book  was  missing  for  this  time 
period  and  the  entry  therefore  is  untraceable. 

(c)  On  the  second  day  of  fieldwork,  Bill  Dale  informed  us  that  he  located  $2,800 
of  the  $3,000  unaccounted  for  in  the  October  9,  1992  petty  cash  transaction.  He  in- 
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formed  us  that  he  found  it  in  an  envelope  located  in  a  locked  drawer  in  the  oflice, 
separate  from  the  rest  of  the  petty  cash, 

(d)  Total  of  checks  written  to  cash  and  not  recorded  on  petty  cash  log  or  subse- 
quently located  by  the  press  travel  office  is  $18,200. 

(e)  AU  other  petty  cash  transaction  disbursements  listed  in  the  back  of  the  petty 
cash  book  (by  individual)  were  properly  reconciled  to  the  summary  disbursements 
in  the  front  of  the  petty  cash  book. 

(0  10  selected  petty  cash  disbursements  (i.e.  use  of  a  petty  cash  draw  by  an  indi- 
vidual) chosen,  we  traced  the  petty  cash  disbursement  amount  per  the  petty  cash 
book  to  the  respective  sununary  trip  worksheet  located  in  the  trip  files.  We  con- 
firmed that  the  amount  of  the  petty  cash  disbursement  was  recoraed  on  the  sum- 
maiv  trip  sheet  as  an  actual  cost  incurred  on  that  particular  trip. 

Oojective  3:  To  ensure  that  checks  received  in  the  press  travel  office  are  depos- 
ited into  the  Riggs  accounts  within  a  reasonable  time  and  are  properly  posted  to 
the  accounts  receivable  system  (i.e.  properly  applied  to  the  outstanding  bill). 

Procedures: 

(a)  Selected  a  sample  of  25  items  from  the  "Checks  Received  Log"  for  the  time 
period  January  1,  1992  to  May  14,  1993. 

(b)  Traced  each  check  reviewed  to  the  respective  time  period's  deposit  slip. 

(c)  Traced  the  deposit  slip  noted  in  (b)  to  the  bank  statement. 

(d)  Traced  the  check  amount  to  the  AREV  travel  system  (billing  and  receivable 
system)  noting  amount,  payee,  date  and  check  number. 

Findings: 

(a)  AU  items  selected  were  properly  traced  to  the  deposit  slip  amounts  as  well  as 
to  the  bank  statements. 

(b)  All  checks  in  our  sample  were  deposited  into  the  bank  within  one  week's  time 
period. 

(c)  Due  to  limitations  in  the  press  travel  of^ce  documentation,  we  were  unable  to 
verify,  in  all  but  two  cases,  that  the  cash  receipts  were  properly  posted  to  their  re- 
spective account  balances. 

Objective  4:  To  determine  that  written  checks  are  the  only  means  of  disbursing 
funds  from  the  Riggs  bank  account,  and  that  we  can  account  for  all  chedcs. 

Procedures: 

(a)  Reviewed  bank  statements  from  the  period  January  1,  1992  to  April  30,  1993 
looking  for  any  non-check  disbursements. 

(b)  Counted  the  number  of  canceled  checks  returned  with  each  bank  statement 
and  compared  them  to  the  number  of  checks  clearing  the  bank  that  month. 

Findings: 

(a)  We  found  no  non-check  type  (i.e.  no  wire  transfers,  etc.)  disbursements  from 
the  Riggs  account. 

(b)  ffall  cases,  the  number  of  canceled  diecks  returned  with  the  bank  statement 
was  the  same  as  the  number  of  checks  disbursed  that  month  per  the  bank  state- 
ment. 

Objective  S:  To  review  the  adequacy  an'^.  accuracy  of  documentation  supporting 
selected  cash  disbursements. 

Procedures: 

(a)  (Hhose  a  sample  of  76  canceled  checks  from  the  period  January  1,  1992  to  April 
30,  1993,  noting  tne  date,  check  number,  amount  and  payee.  The  sample  included 
17  diecks  made  out  to  "cash"  which  were  separately  reviewed. 

(b)  Compared  each  dieck  to  its  related  vendor  invoice. 

(c)  Reviewed  each  canceled  check  to  determine  propriety  of  endorsement. 

Findings: 

(a)  Of  the  76  check  disbursements,  nine  disbursements  (canceled  checks)  appear 
to  have  no  supporting  invoice.  Each  of  the  nine  disbursements  weis  for  baggage  han- 
dling charges  at  a  hotel.  Total  amount  of  these  nine  disbursements  is  $4,690.07. 

(b)  Two  disbursements  represented  refunds  for  overpayment  by  customers/press. 
There  is  no  supporting  documentation  for  these  refundJs.  The  two  disbursements 
amounted  to  $374.75. 

(c)  One  disbursement  to  Pan  Am  Express  on  December  20,  1991  did  not  have  a 
related  invoice.  According  to  our  interview,  press  travel  ofUce  based  this  payment 
on  a  verbal  price  quote  from  the  charter  company.  The  dollar  amount  of  this  dis- 
bursement was  $12,841.56. 
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(d)  We  noted  diflerences  in  the  check  disbursement  amount  and  the  invoice 
amount  for  charges  related  to  press  charter  service.  This  difference,  in  all  cases,  was 
indicated  by  the  press  travel  oflice  to  be  GTR's.  GTR's  are  forwarded,  along  with 
the  check  amount,  to  the  charter  service.  The  total  of  the  two  (check  and  GTK)  will 
equal  the  invoice  amount.  Both  the  check  and  GTR  are  legal  tender. 

Objective  6:  To  review  the  adequacy  and  accuracy  of  the  documentation  support- 
ing a  selected  trip's  costs  (as  indicated  on  the  trip  worksheet). 

Procedures: 

(a)  Chose  one  trip  from  the  toted  trip  flies  from  January  1,  1992  to  the  present 
in  order  to  obtain  the  actual  costs  incurred  for  the  entire  trip. 

(b)  Traced  and  agreed  each  check  that  was  disbursed  in  payment  of  the  total  trip 
charges  to  the  related  vendor  invoices  (i.e.  original  documentation  requesting  pay- 
ment for  services). 

(c)  Reviewed  each  canceled  check  for  apparent  propriety  of  endorsement. 

Findings: 

(a)  AU  diecks  written  in  payment  of  charges  related  to  this  one  trip  (President 
Clinton's  trip  to  Detroit,  Michigan  on  February  10,  1993)  were  properly  supported. 

(b)  All  checks  appear  to  be  properly  endorsed  by  authorized  signers. 
Objective  7:  To  determine  the  receipts  and  disbursements  activity  of  the  press 

travel  fund  by  reviewing  the  bank  statements  from  the  period  January  1,  1992 
through  April  30,  1993. 

Procedures: 

(a)  Reviewed  all  bank  statements  since  January  1,  1992. 

(b)  Collected  the  following  information  about  the  press  travel  fund  cash  account: 

Beginning  and  ending  bank  balances  of  the  press  travel  fund  cash  account. 

Average  daily  balance. 

Total  receipts  (for  the  month). 

Total  disbursements  (for  the  month). 

Current  balance  on  hand  as  of  April  30,  1993. 

Findings: 

We  noted  the  following  information  (cents  omitted): 

Beginning  balance  at  January  1,  1992  $636,813 

Total  receipts,  January  1,  1992-Apfil  30,  1993  10,446.951 

Total  disbursements,  January  1,  1992-^pril  30.  1993  10.709,680 

Ending  balance  at  April  30,  1993  374.083 

Range  of  average  daily  balance: 

High  in  January,  1993 1.080,247 

Low  in  March,  1993  245,195 

Objective  8:  To  determine  the  volume  of  disbursements  that  have  been  made  for 
commercial  or  charter  air  service  from  the  period  January  1,  1992  through  May  5, 
1993  and  to  determine  the  recipient  of  the  disbursements. 

Procedures: 

(a)  Reviewed  the  check  books  from  January  1,  1992  through  May  6,  1993  and 
noted  all  checks  disbursed  in  payment  of  either  commercial  or  chartered  air  service, 
noting  check  number,  date,  payee,  amount,  and  trip  numbeKs). 

(b)  Summarized  the  detailed  information  gathered  in  (a)  above  by  individual  car- 
rier/airline. 

Findings: 

In  sunmiaty,  the  following  airlines  or  charter  services  were  disbursed  funds  from 
the  press  travel  fund  from  January  1,  1992  through  May  6,  1993  (cents  omitted): 
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Domestic  Travel: 

ULTFAIR.  Inc  $428,733 

Airline  of  the  Americas 2,123,939 

Pan  Am  WorW  Airways  100,815 

Miami  Air  International  343,024 


2.996,511 


International  Travel: 

1WA  1,479,247 

American  Trans  Air 892.064 

E«rgfeen  Inti  Airlines  154,579 

2,525,890 


Grand  Total  5,522,401 


Objective  9:  To  determine  that  all  disbursements  made  to  Ultrair  or  Airline  of 
the  /miericas  since  September,  1992  are  related  to  a  specific  trip  and  their  charter 
service  charges  are  included  in  the  overall  trip  charges  on  the  trip  worksheet. 

Procedures: 

(a)  Created,  from  the  check  book  stubs,  a  listing  of  all  disbursements  made  to 
Ultrair  or  Airline  of  the  Americas  since  September,  1992,  noting  check  number, 
date,  payee,  amount  and  trip  numbeKs). 

(b)  Traced  the  check  amount  to  the  respective  trip  worksheet  or  trip  worksheets, 
in  the  case  of  one  check  pajing  for  more  than  one  trip.  We  noted  whether  there 
were  any  discrepancies  between  the  amount  disbursed  to  the  charter  company  and 
the  amount  indicated  as  the  "actual"  cost  on  the  trip  woriisheet. 

(c)  Noted  whether  there  were  other  types  of  trip  charges  (hotel,  rental  car,  phone, 
etc.)  on  the  same  trip  woricsheet  for  the  trip  numbers  bemg  reviewed. 

Findings: 

(a)  All  checks  disbursed  to  Ultrair  or  Airline  of  the  Americas  were  included  on 
trip  worksheet's). 

(b)  We  noted  that  these  trip  worksheets  did  contain  other  trip  costs  (i.e.  there 
were  other  changes  in  addition  to  the  charter  service  such  as  phone  charges,  hotel, 
rental  car,  ground  transportation,  etc.). 

(c)  We  noted  that  the  check  amount  disbursed  to  Ultrair  or  Airline  of  the  Ameri- 
cas was  different  that  the  amount  noted  as  actual  cost  of  "press  charter.  The  dif- 
ference is  due  to  GTR's.  The  GTR's  are  remitted  along  with  the  net  check  to  the 
charter  company.  Both  the  check  and  the  GTR  are  negotiable  documents  and  to- 
gether total  the  invoice  amount. 

Objective  10:  To  review,  in  more  detail,  the  receipts  and  disbursements  activity 
of  the  press  travel  fund  for  the  month  of  February,  1993  (it  appears  that  the  month 
of  February  had  unusually  large  disbursement  activity  and  unusually  small  receipts 
activity). 

Procedures: 

(a)  Obtained  the  Februarv  1993  Riggs  bank  statement  and  the  canceled  checks 
returned  with  the  February  bank  statement. 

(b)  Listed  each  canceled  check  that  made  up  the  total  disbursement  amount  for 
Februanr,  1993  noting  the  check  numbeY,  date,  payee,  amount  and  notation  on  the 
check,  if  any. 

(c)  Discussed  with  the  Director  of  the  press  travel  office,  the  reasonableness  of  the 
level  of  cash  receipts  in  the  month  of  February,  1993. 

Findings: 

(a)  The  total  amount  of  cheeks  returned  with  the  Februanr  bank  statement  agreed 
to  the  total  amount  disbursed  from  the  bank  statement  of  $1,030,835  (cents  omit- 
ted). Significant  disbursements  making  up  this  total  include  the  following  (cents 
omitted): 

Treasurer  of  the  U.S.  (for  Air  Force  One  charges— August,  1992-January,  1993)  $525,037 

Airline  of  the  Americas 79,456 

AT&T  (phone  charges— Multiple  trips)  327,891 

Total  significant  disbursements 932,384 
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(b)  According  to  our  interview  with  the  Director  of  the  press  travel  office,  low  re- 
ceipts in  February,  1992  are  due  to  decrease  in  press  travel  after  the  November 
election  and  the  lack  of  travel  early  on  by  the  new  Administration  which  took  over 
in  January  20,  1993. 

Objective  11:  To  approximate  the  net  assets  of  the  press  travel  fund  at  May  15, 
1993. 

Procedures: 

(a)  Obtained  the  cash  balance  of  the  press  travel  fund  at  Rig^  at  April  30,  1993. 

(b)  Subtracted  from  the  April  30,  1993  cash  balance  the  foUowmg  amounts: 

•  Amount  of  checks  written  on  the  csish  account  from  April  30,  1993  to  May  15, 
1993  that  were  identified  in  the  press  travel  fund  check  book. 

•  Amount  of  unpaid  vendor  invoices  at  May  15,  1993  that  were  identified  from 
the  trip  woriisheets  or  actual  hard  copy  invoices  in  the  open  invoice  file. 

(c)  Added  to  the  April  30,  1993  cash  balance  the  following  amounts: 

•  Amount  of  deposits  made  to  the  cash  account  from  April  30,  1993  to  May  15, 
1993  that  were  identified  from  copies  of  deposit  slips. 

•  Amount  of  checks  received  by  the  press  travel  office  in  payment  of  bills  which 
had  not  yet  been  deposited  that  were  identified  in  a  locked  drawer  in  the  press  trav- 
el office. 

•  Amount  of  outstanding  accounts  receivable  at  May  15,  1993  that  were  identified 
from  the  AREV  system  (billings  system). 

•  Amount  of  unbilled  expenses  which  had  been  paid  by  the  press  travel  office  but 
had  not  yet  been  billed  to  the  customer/press  that  were  identified  by  reviewing  the 
paid  invoices  for  these  expenses  and  noting  that  the  amount  has  not  been  set  up 
as  an  accounts  receivable. 

Findings: 

Based  on  the  performance  of  the  procedures  noted  above,  the  approximate  net  as- 
sets of  the  press  travel  fund  at  May  15,  1993  was  estimated  to  be  $79,000. 

Objective  12:  To  determine  the  difTerences,  if  any,  between  the  amounts  billed 
to  the  press  for  trips  and  the  actual  costs  of  the  same  trip,  and  to  determine  if  those 
differences,  if  any,  are  being  used  to  offset  the  amounts  tilled  to  the  customer/press 
on  future  trips. 

Procedures: 

(a)  Chose  five  trips  which  occurred  in  the  months  of  September  and  October. 

(b)  Compiled  the  following  information  regarding  each  trip: 

Cities  traveled  during  the  trip. 

Dates  of  trip. 

Trip  number. 

Estimated  cost  per  trip  worksheet. 

Actual  cost  per  trip  worksheet. 

Amount  billed  to  customer/press  per  trip  worksheet. 

Amount  billed  per  trip  billing  spreadsheet. 

Differences,  if  any,  in  dollar  amounts  noted  above. 

Findings  (cents  omitted): 

(a)  St.  Louis,  MO— Springfield,  PA— Grand  Rapids,  MI  Trip 
October  11,  1992  to  October  12,  1992 

Trip  Number  2P1011 

Estimated  cost  per  trip  worksheet  $123,607 

Actual  cost  per  trip  worksheet  125,056 

Amount  billed  to  customer/press  per  trip  worksheet  123,607 

Amount  billed  per  trip  billing  spreadsheet  128,059 

Differences: 

Amt  billed  per  trip  worksheet  and  billing  spreadsheet (4,452)  * 

Amt  billed  per  billing  spreadsheet  to  actual  cost  $3,003  ** 

(b)  Cincinnati,  OH— Columbus,  OH 
October  9,  1992 

Trip  Number  2P1009 

Estimated  cost  per  trip  worksheet  $51,612 

Actual  cost  per  trip  worksheet  49,555 

Amount  billed  to  customer/press  per  trip  worksheet  51,613 

Amount  billed  per  trip  billing  spreadsheet  51,490 

Differences: 

Amt  billed  per  trip  worksheet  and  billing  spreadsheet 123  * 

Amt  billed  per  billing  spreadsheet  to  actual  cost  $1,935  ** 

(c)  Wisconsin — Newark,  NJ 
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September  30,  1992 

Tnp  Number  2P930 

Estimated  cost  per  trip  woriisheet $61,241 

Actual  cost  per  trip  worksheet  68,747 

Amount  billed  to  customer/press  per  trip  worksheet  61,241 

Amount  billed  per  trip  billing  spreadsheet  66,067 

DifTerences: 

Amt  billed  per  trip  worksheet  and  billing  spreadsheet (4,826)  * 

Amt  billed  per  billing  spreadsheet  to  actual  cost  $2,680  ** 

(d)  St.  Louis,  MO— Dallas,  TX— Blountsville,  TN— Knoxville,  TN— Chattanooga, 
TN— Clarksville,  TN— Knoxville,  TN 

September  28,  1992-September  29,  1992 

Trip  Number  2P0928 

Estimated  cost  per  trip  worksheet  $166,768 

Actual  cost  per  trip  worksheet  152,544 

Amount  billed  to  customer/press  per  trip  worksheet  166,768 

Amount  billed  per  trip  billing  spreadsheet  151,590 

DiiTerences: 

Amt  billed  per  trip  worksheet  and  billing  spreadsheet (15,178)  * 

Amt  billed  per  billing  spreadsheet  to  actual  cost  $(954)  ** 

(e)  Dover,  DE 
October  5,  1992 
Trip  Number  2P1005 

Estimated  cost  per  trip  worksheet $12,562 

Actual  cost  per  trip  worksheet  10,907 

Amount  billed  to  customer/press  per  trip  worksheet  12,562 

Amount  billed  per  trip  billing  spreadsheet  13,096 

DiiTerences: 

Amt  billed  per  trip  worksheet  and  billing  spreadsheet (534)  * 

Amt  billed  per  billing  spreadsheet  to  actual  cost  $2,189  ** 

•Differences  due  to  application  of  cost  to  GTR  individuals  (non-press  individuals). 
Changes  in  amounts  allocated  to  press  and  GTR's  are  generally  at  the  discretion  of 
the  press  travel  office  and  usually  not  sufficiently  documented. 

**  Differences  due  to  over  or  under  billing  depending  on  the  supply  and  demand 
of  press  space  on  trips  as  determined  by  the  press  travel  office. 

This  report  relates  only  to  the  items  specified  above  emd  reflects  events  and  cir- 
cumstances as  they  existed  at  May  14,  1993  through  May  16,  1993. 
Very  truly  yours. 


KPMG  Peat  Marwick  Management  Consultants, 

Washington  DC, 

May  17.  1993. 

Mr.  William  H.  Kennedy  HI, 
Associate  Counsel  to  the  President, 
The  White  House, 
Office  of  the  Counsel,  Room  136, 
Old  Executive  Office  Building, 
Washington.  DC. 

Dear  Mr.  Kennedy:  KPMG  Peat  Msy^ick  is  pleased  to  provide  you  with  this  re- 
port summarizing  the  observations  and  finding  resulting  from  our  procedures  relat- 
ing to  the  White  House  Office  of  Travel  and  Telegraph's  (referred  to  in  this  report 
as  the  press  travel  office)  management,  systems,  policies,  and  procedures. 

The  purpose  of  our  work  was  to  assist  you  in  assessing  present  accounting  poli- 
cies, practices  and  procedures.  Our  on-site  work,  which  consumed  approximately  300 
hours  of  professional  time,  was  conducted  at  the  press  travel  office  from  May  14, 
1993  to  Nlay  16,  1993. 

The  foUowing  paragraphs  describe  the  specific  objectives,  procedures  and  findings 
of  our  work.  Tne  procedures  we  performed  were  limited  in  nature  and  extent  and 
were  agreed  to  by  the  Office  of  Management  and  Administration.  As  you  know,  the 
procedures  were  revised  throu^out  our  on-site  work  to  reflect  the  time-frame  and 
the  limited  availability  of  data,  information,  and  documented  policies  and  proce- 
dures. As  such,  this  report  may  not  necessarily  disclose  all  significant  matters  about 
the  press  travel  office  or  reveal  errors  or  irregularities,  if  any,  in  the  underlying  in- 
formation. Our  procedures  do  not  constitute  an  audit,  examination,  or  review  in  ac- 
cordance with  standards  established  by  the  American  Institute  of  Certified  Public 
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Accountants  «md,  therefore,  we  do  not  express  an  opinion  or  any  other  form  of  assur- 
ance on  the  information  presented  in  our  report.  Furthermore,  we  do  not  make  any 
representations  regarding  the  sufliciency  of  the  procedures  we  performed  for  your 
inibrmation  needs. 

Page  two  summarizes  our  mtyor  observations  and  findings  relating  to  the  account- 
ing system.  In  particular,  we  observed  several  signiflcant  weaknesses  in  the  existing 
internal  control  systems  of  the  press  travel  office.  The  specific  procedures  performed 
and  our  findings  are  described  in  more  detail  in  the  sections  that  foUow. 

In  addition  to  the  weaknesses  summarized  on  page  two,  we  noted  certain  other 
discrepancies.  For  example,  with  regard  to  petty  cash  transactions,  eight  diecks 
written  to  cash  on  the  Riggs  National  Bemk  account  were  either  not  accounted  for 
as  an  increase  to  the  petty  cash  fund,  were  incorrectly  recorded  in  the  petty  cash 
fund,  or  were  missing  from  the  petty  cash  fund  documentation.  The  total  amount 
of  such  discrepancies  was  $18,200.  This  and  other  discrepancies  are  described  in 
more  detail  in  the  pages  that  follow. 

OBSERVATIONS  A^fD  FINDINGS 

Summary  of  Significant  Accounting  System  Weaknesses 

Lack  of  Accountability 

There  is  a  lack  of  financial  control  consciousness. 

There  is  no  formal  financial  reporting  process. 

lliere  are  no  reconciliations  of  financial  information  other  than  reconciliations  of 
bank  statements. 

There  is  no  documented  system  of  checks  and  balances  on  transactions  and  ac- 
counting decisions  within  the  office. 

ITiere  is  no  apparent  oversight  or  higher  level  review  process  of  financial  activi- 
ties or  transactions  of  the  office. 

Lack  of  Accounting  Controls  and  Systems 

Accounting  policies  and  procedures  are  informal  or  poorly  communicated. 
There  is  no  systems  or  procedures  documentation. 
There  is  no  general  ledger,  or  cash  receipts/disbursements  journals. 
There  appears  to  be  a  lack  of  accounting  expertise. 

Lack  of  Documentation 

Several  disbursements  have  missing  or  inadequate  documentation. 

Documentation  for  bills  submitted  to  the  press  is  either  inadequate  or  missing. 
No  copies  of  bills  to  customers/press  are  on  file. 

Lack  of  Contractual  Support 

There  is  no  formal  contract  with  the  primary  domestic  press  charter  air  carrier. 
There  is  no  evidence  or  documentation  of  competitive  bids  or  purchase  orders  for 
press  charter  service. 

Inadequate  Billing  Process 

Billing  practices  are  informal  and  inconsistent. 

Differences  between  estimated  trip  costs,  which  are  the  primary  basis  for  billings 
and  actual  costs  incurred,  are  not  documented. 

This  section  of  our  report  details  the  observations  and  findings  of  our  study.  For 
each  area  of  our  study  we  identify  the  study  objective,  the  procedures  we  performed, 
and  our  findings. 

Objective  1:  To  gain  an  understanding  of  the  accounting  system,  specifically  the 
cash  receipts  and  cash  disbursements  cycles. 

Procedures: 

We  interviewed  the  Director  of  the  press  travel  office  to  gain  an  overall  under- 
standing of  the  financial  management  practices  and  policies  of  the  office. 

Findings: 

Our  inquiries  related  to  the  major  financial  management  practices  and  policies  of 
the  office  indicated  a  number  of  potential  significant  internal  control  weaknesses, 
including  the  following: 

General: 

•  No  general  ledger  or  other  form  of  double  entry  bookkeeping. 

•  No  financial  statement  preparation. 

•  No  external  review  mecnanism. 
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Cash  Receipts: 

•  No  cash  receipts  journal. 

•  Improper  segregation  of  duties  with  respect  to  access  to  accounting  function  and 
access  to  cash  receipts. 

•  Incoming  checks  not  restrictively  endorsed  on  a  timely  basis. 

•  Incoming  checks  not  deposited  on  a  daily  basis. 

•  Inadequate  reconciliation  of  total  cash  receipts  to  deposits  in  the  bank  due  to 
lack  of  daily  cash  receipts  log. 

•  Inability  to  determine  ii  cash  received  was  properly  or  accurately  applied  to  the 
related  receivable  (customer/press  account  balance). 

Air  Charter: 

•  No  overall  contract  with  the  primary  domestic  charter  company. 

•  No  contracts  issued  for  each  individual  trip. 

•  No  documentation  of  competitive  bids. 

•  No  purchase  orders  for  press  charter  service. 

•  No  detailed  service  information  provided  in  charter  billings  to  document  exactly 
what  is  being  paid  for  and  if  the  charges  are  reasonable. 

TVip  Billing  System: 

•  BUling  invoices  not  prenumbered  or  multi-part.  Access  to  the  stationary  not 
controlled. 

•  Trip  records  can  be  deleted  from  the  automated  bilUng  system  when  open  re- 
ceivables still  exist. 

•  The  system  provides  no  summary  of  daily  cash  applied  to  the  receivables. 

•  Remittances  provided  by  the  customers/press  discarded  after  the  receipts  are  re- 
corded in  the  system. 

•  Search  capabilities  on  the  automated  billing  system  limited  and  information  can 
only  be  listed  oy  trip. 

Press  Reimbursement  of  Trip  Costs: 

•  No  formal  reconciliation  procedure  exists  to  adjust  amounts  billed  to  the  press 
after  comparison  to  actual  costs. 

Accounts  Payable  I  Cash  Disbursements: 

•  No  cash  disbursements  journal. 

•  Inadequate  or  non-existent  segregation  of  duties  between  individuals  with  ac- 
counting and  check  writing  authorities. 

•  No  payable  log  exists  for  air  charter  invoices. 

Objective  2:  To  determine  if  checks  written  to  cash  were  recorded  as  increases 
to  the  petty  cash  ftind,  and  that  selected  withdrawals  from  the  petty  cash  fund  were 
supported  and  properly  billed. 

Procedures: 

(a)  Selected  all  checks  written  to  "cash"  (total  of  17  checks)  from  the  population 
of  canceled  checks  on  file  received  from  Riggs  National  Bank  from  January  1,  1992 
to  April  30,  1993. 

(b)  Traced  the  amount  and  date  on  the  canceled  check  to  the  petty  cash  book. 

(c)  Located  and  summarized  the  detailed  petty  cash  uses  (i.e.,  expenses  incurred) 
for  each  employee  of  the  office.  This  procedure  was  done  in  order  to  determine  if 
the  detailed  information  agreed  to  the  summary  information. 

(d)  Traced  a  non-statistical  sample  of  10  petty  cash  disbursements  related  to  10 
trips  as  listed  in  the  petty  cash  book  to  the  charges  on  the  respective  trip  work- 
sheets. 

Findings: 

(a)  On  the  first  day  of  our  fieldwork,  we  noted  and  inquired  about  eight  discrep- 
ancies between  the  amounts  written  to  "cash"  on  the  Riggs  National  Bank  account 
and  the  recording  of  these  amounts  into  the  petty  cash  fund.  Each  of  the  eight 
checks  was  made  out  to  "cash"  and  signed  by  the  Director  of  the  press  travel  office, 
and  endorsed  by  the  same  individual.  A  detailed  listing  of  discrepancies  follows: 


CkKk  Date 


Check  No. 


Amount  to 
"C«»h" 


IncrMM  to 
Petty  Cash 


January  11.  1993  .. 
October  9,  1992  .... 

June  17.  1992 

April  10.  1992  

February  18.  1992 


4441 

$2,500 

None 

4173 

5.000 

$2,000 

3898 

3.000 

None 

3780 

2.500 

None 

3617 

3.000 

None 
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CkMk  Dtte 


CkKk  No. 


AMMit  to 

"CmIi" 


licroiM  to 
PtftyCtsk 


December  27,  1991  3567 

December  18.  1991  3557 

December  5,  1991  3533 


2.000 
3,000 
2,000 


None 
None 
None 


23,000 


(b)  For  three  petty  cash  transactions  dated  December  27,  1991,  December  18,  1991 
and  December  5,  1991,  the  page  from  the  petty  cash  book  was  missing  for  this  time 
period  and  the  entiy  therefore  is  untraceable. 

(c)  On  the  second  day  of  fieldwork,  the  Director  of  the  press  travel  office  informed 
us  that  he  located  $2,800  of  the  $3,000  unaccounted  for  in  the  October  9,  1992  petty 
cash  transaction.  He  informed  us  that  he  found  it  in  an  envelope  located  in  a  locked 
drawer  in  the  office,  separate  from  the  rest  of  the  petty  cash. 

(d)  Total  of  checks  written  to  cash  and  not  recorded  on  petty  cash  log  or  subse- 
quently located  by  the  press  travel  office  is  $18,200. 

(e)  For  the  10  selected  petty  cash  disbursements  (i.e.,  use  of  a  petty  cash  draw 
by  an  individual)  chosen,  we  traced  the  petty  cash  disbursement  amount  per  the 
petty  cash  book  to  the  respective  summary  trip  worksheet  located  in  the  tnp  files. 
We  noted  that  the  amount  of  the  petty  cash  disDursement  was  recorded  on  the  sum- 
mary trip  sheet  as  an  actual  cost  mcurred  on  that  particular  trip. 

Oojective  3:  To  assess  whether  checks  recorded  as  receivea  in  the  press  travel 
office  were  deposited  into  the  Riggs  National  Bank  account  within  a  reasonable  time 
and  were  properly  posted  to  the  automated  billing  system  (i.e.,  properly  applied  to 
the  outstanding  bill). 

Procedures: 

(a)  Selected  a  non-statistical  sample  of  25  items  from  the  "Checks  Received  Log" 
for  the  time  period  January  1,  1992  to  May  14,  1993. 

Traced  each  sample  item  to  the  respective  time  period's  deposit  slip. 
Traced  the  deposit  slip  noted  above  to  the  bank  statement. 
Traced  each  sample  item  to  the  automated  billing  system. 

Findings: 

(a)  All  items  selected  agreed  to  the  deposit  slip  amounts  and  to  the  bank  state- 
ments. 

(b)  All  checks  in  our  non-statistical  sample  were  deposited  into  the  bank  within 
one  week's  time  period. 

(c)  Due  to  limitations  in  the  press  travel  office  documentation,  we  were  unable  tc 
determine  whether  23  of  the  cash  receipts  were  properly  posted  to  their  respective 
account  balances. 

Objective  4:  To  determine  that  written  checks  are  the  only  disbursements  from 
the  Riggs  National  Bank  account. 

Procedures: 

(a)  Reviewed  bank  statements  for  the  period  January  1,  1992  to  April  30,  1993 
looking  for  non-check  disbursements. 

(b)  Counted  the  number  of  canceled  checks  returned  with  each  bank  statement 
and  comptired  them  to  the  number  of  checks  clearing  the  bank  that  month. 

Findings: 

(a)  We  found  no  non-check  type  (e.g.,  no  wire  transfers,  etc.)  disbursements  from 
the  Riggs  National  Bank  account. 

Cb)  In  all  cases,  the  number  of  canceled  checks  returned  with  the  bank  statement 
was  the  same  as  the  number  of  checks  disbursed  that  month  p)er  the  bank  state- 
ment. 

Objective  5:  To  assess  the  quality  of  documentation  supporting  selected  cash  dis- 
bursements. 

Procedures: 

(a)  Chose  a  non-statistical  sample  of  76  canceled  checks  form  the  period  January 
1,  1992  to  April  30,  1993,  noting  the  date,  check  number,  amount  and  payee.  The 
non-statistical  sample  included  17  checks  made  out  to  "cash"  which  were  reviewed 
as  part  of  the  procedures  for  Objective  2. 

(b)  Compared  each  check  to  available  vendor  invoices,  with  the  exception  of  the 
checks  written  to  cash. 

(c)  Reviewed  each  canceled  check  for  apparent  propriety  of  endorsement. 


635 

Findings: 

(a)  Of  the  non-petty  cash  check  disbursements,  12  disbursements  (canceled 
checks)  appear  to  have  no  supporting  invoice.  Nine  of  the  12  disbursements  were 
for  baggage  handling  charges  at  hotels.  The  total  amount  of  these  nine  disburse- 
ments was  $4,690.07. 

(b)  Two  disbursements  represented  refunds  for  overpayment  by  customers/press. 
There  is  no  supporting  documentation  for  these  refunds.  The  two  disbursements 
amounted  to  $374.75. 

(c)  One  disbursement  to  Pan  Am  Express  on  December  20,  1991  did  not  have  a 
related  invoice.  The  Director  of  the  press  travel  office  informed  us  that  the  payment 
was  based  on  an  oral  price  quote  from  the  charter  company.  The  dollar  amount  of 
this  disbursement  was  $12,841.56. 

(d)  We  noted  differences  in  the  check  disbursement  amount  and  the  invoice 
amount  for  charges  related  to  press  charter  service.  This  difference,  in  «dl  cases,  was 
indicated  by  the  press  travel  office  to  be  Government  Travel  Requests  (GTR's). 
GTR's  were  forwarded,  along  with  the  check  amount,  to  the  charter  service.  The 
total  of  the  two  (check  and  UTR)  equaled  the  invoice  amount.  Both  the  check  and 
GTR  are  negotiable  instruments. 

Objective  6:  To  assess  the  quality  of  the  documentation  supporting  a  selected 
trip's  costs  (as  indicated  on  the  trip  worksheet). 

Procedures: 

(a)  Chose  one  trip  from  the  total  trip  files  from  January  1,  1992  to  the  present. 

(b)  Traced  each  check  that  was  disbursed  in  payment  of  the  total  trip  charges  in- 
dicated on  the  trip  worksheet  to  the  related  vendor  invoices  (i.e.,  original  docu- 
mentation requesting  payment  for  services). 

(c)  Reviewed  each  canceled  check  for  apparent  propriety  of  endorsement. 

Findings: 

(a)  All  checks  written  in  payment  of  charges  related  to  this  one  trip  (President 
Clinton's  trip  to  Detroit,  Michigan  on  February  10,  1993)  appear  to  be  properly  sup- 
ported. 

(b)  All  diecks  appear  to  be  properly  endorsed. 

Obiective  7:  To  analyze  the  volume  of  cash  activity  flowing  through  the  press 
travel  fund  bank  account  from  the  period  January  1,  1992  throu^  April  30,  1993. 

Procedures: 

(a)  Obtained  bank  statements  since  January  1,  1992. 

(b)  Collected  the  following  information  about  the  press  travel  fund  cash  account. 

Beginning  and  ending  bank  balances  of  the  press  travel  fund  cash  account. 

Average  daily  balance. 

Total  receipts  (for  the  month). 

Total  disbursements  (for  the  month). 

Current  balance  on  hand  sis  of  April  30,  1993. 

Findings: 

We  noted  the  following  information  (cents  omitted): 

Beginning  balance  at  January  1,  1992  $636,813 

Total  receipts.  January  1,  1992-April  30,  1993  10.446,951 

Total  disbursements,  January  1,  1992-April  30,  1993  -10,709,680 

Ending  balance  at  April  30.  1993  374,084 

Range  of  average  daily  balance: 

High  in  January,  1993 1,080,247 

LowinMareti,  1993  245.195 

Objective  8:  To  gain  an  understanding  of  the  volume  of  air  charter  service  fees 
for  the  period  January  1,  1992  through  May  15,  1993  and  to  determine  the  recipient 
of  the  fees. 

Procedures: 

(a)  Obtained  the  check  books  from  January  1,  1992  through  May  15,  1993  and 
noted  checks  disbursed  in  payment  of  either  commercial  or  chartered  air  service. 

(b)  Summarized  the  detailed  information  gathered  in  (a)  above  by  individual  car- 
rier/airline. 
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Findings: 

In  summary,  the  following  airlines  or  charter  services  were  disbursed  funds  from 
the  press  travel  fiind  from  Januaiy  1,  1992  through  May  15,  1993  (cents  omitted): 

Domestic  Travel: 

mtrair,  Inc  $428,733 

Airline  of  the  Americas 2,123,939 

Pan  Am  World  Airways  100.815 

Miami  Air  International  343.024 

2,996,511 

International  Travel: 

TWA  1.479,247 

American  Trans  Air 892,064 

Evergreen  Int'l  Airlines  154,579 

2.525.890 


Grand  Total  5.522.401 


Objective  9:  To  determine  that  all  disbursements  made  to  Ultrair,  Inc.  or  Airline 
of  the  Americas  since  September  1992  were  included  in  the  overall  trip  charges  on 
the  trip  worksheet  for  a  specific  trip. 

Procedures: 

(a)  Assembled,  from  the  check  book  stubs,  a  listing  of  all  disbursements  made  to 
Ultrair,  Inc.  or  Airline  of  the  Americas  since  September  1992. 

(b)  Traced  the  check  amount  to  the  respective  trip  worksheet,  or  trip  worksheets 
in  the  case  of  one  check  paying  for  more  than  one  trip.  We  noted  whether  there 
were  any  discrepancies  between  the  amount  disbursed  to  the  charter  company  and 
the  amount  indicated  as  the  "actual"  cost  on  the  trip  worksheet. 

(c)  Noted  whether  there  were  other  types  of  trip  charges  (e.g.,  hotel,  truck  rental, 
telephone)  on  the  same  trip  worksheet  for  the  trip  numbers  being  reviewed. 

Findings: 

(a)  All  checks  disbursed  to  Ultrair,  Inc.  or  Airline  of  the  Americas  were  included 
on  trip  worksheet(8). 

Cb)  We  noted  that  these  trip  worksheets  did  contain  other  trip  costs  (i.e.,  there 
were  other  chains  in  addition  to  the  charter  service  such  as  phone  chaises,  hotel, 
truck  rental,  ground  transportation,  etc.). 

(c)  We  not^  that  the  cneck  amount  disbursed  to  Ultrair,  Inc.  or  Airline  of  the 
Americas  was  dilTerent  than  the  amount  noted  as  actual  cost  of  "press  charter."  The 
difference  was  due  to  GTR's.  The  GTR's  were  remitted  along  with  the  net  check  to 
the  charter  company.  Both  the  check  and  the  GTR  are  negotiable  instruments  and 
together  totaled  the  invoice  amount. 

Objective  10:  To  analyze,  in  more  detail,  the  receipts  and  disbursements  activity 
of  the  press  travel  fund  for  the  month  of  February  1993. 

Procedures: 

(a)  Obtained  the  February  1993  Riggs  National  bank  statement  and  the  canceled 
checks  on  file. 

(b)  Listed  each  canceled  check  that  made  up  the  total  disbursement  amount  for 
February  1993. 

(c)  Discussed  the  reasonableness  of  the  level  of  cash  receipts  in  the  month  of  Feb- 
ruary 1993  with  the  Director  of  the  press  travel  office. 

Findings: 

(a)  The  total  amount  of  checks  returned  with  the  February  bank  statement 
($1,030,835  (cents  omitted))  agreed  to  the  total  amount  disbursed  per  the  bank 
statement.  Significant  disbursements  making  up  this  total  include  the  following 
(cents  omitted): 

Treasurer  of  the  U.S.  (for  Air  Force  One  charges— August,  1992-January,  1993)  $525,037 

Airline  of  the  Americas 79,456 

ATiT  (phone  charges— Septemlxf  5.  1992-Octot)er  25,  1992  or  13  trips) 327,891 

Total  significant  distwrsements 923,384 
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(b)  According  to  our  interview  with  the  Director  of  the  press  travel  office,  low  re- 
ceipts in  February  1993  were  due  to  a  decrease  in  press  travel  after  the  November 
election  and  the  lack  of  travel  early  on  by  the  new  Administration  which  took  over 
on  January  20,  1993. 

Objective  11:  To  approximate  the  net  assets  of  the  press  travel  fund  at  May  15, 
1993. 

Procedures: 

(a)  Obtained  the  cash  balance  of  the  press  travel  fund  at  Riggs  National  Bank  at 
April  30.  1993  from  the  April  30,  1993  bank  statement  reconciliation. 

(b)  Subtracted  from  the  April  30,  1993  cash  balance  the  following  amounts: 

•  Amount  of  checks  written  on  the  cash  account  from  May  1,  1993  to  May  15, 
1993  that  were  identified  in  the  press  travel  fund  check  book. 

•  Amount  of  unpaid  vendor  invoices  at  May  15,  1993  that  were  identified  from 
the  trip  woricsheets  or  actual  hard  copy  vendor  invoices  in  the  open  invoice  file. 

(c)  Added  to  the  April  30,  1993  cash  balance  the  following  amounts: 

•  Amount  of  deposits  made  to  the  cash  account  from  May  1,  1993  to  May  15,  1993 
that  were  identified  from  copies  of  deposit  slips. 

•  Amount  of  checks  received  by  the  press  travel  office  in  payment  of  bills  which 
had  not  yet  been  de]x>sited  that  were  located  in  a  locked  drawer  in  the  press  travel 
ofiice. 

•  Amount  of  outstanding  accounts  receivable  at  May  15,  1993  that  were  identified 
from  the  automated  billing  system. 

•  Amount  of  unbilled  expenses  which  had  been  paid  by  the  press  travel  office  but 
had  not  yet  been  billed  to  the  customer/press.  This  amount  was  estimated  by  re- 
viewing the  paid  invoices  for  these  expenses  and  noting  that  the  amount  had  not 
been  set  up  as  an  accounts  receivable. 

Findings: 

The  approximate  net  assets  of  the  press  travel  fund  at  May  15,  1993  were  com- 
puted as  follows: 

Ca$h  balance  per  April  30,  1993  bank  statement  reconciliation $369,976 

Less:  Checks  uniitn  from  May  1  to  May  15,  1993  (318,880) 

Less:  Estimated  unpaid  invoices  (i.e.,  accounts  payable)  at  May  15,  1993 (521,602) 

Add:  Estimated  aaounts  receivable  at  May  15,  1993  (See  NOTE  below) 366.793 

Add:  Deposits  to  bank  aaount  from  May  1  to  May  15,  1993 76.489 

Add:  Checks  on  hand  not  yet  deposited  to  bank  but  already  applied  to  accounts  receivable  92.025 

Add:  Unbilled  expensed  incurred  by  the  press  travel  office  but  not  yet  btlled  to  the  press  and  not  included 

in  the  estimated  accounts  receivable  amount 834 

Estimated  net  assets  at  May  15.  1993 65.635 


NOTL  Tlie  dati  in  the  atrtoiMttd  l>illiii(  system  indicated  that  a  trip  occurring  in  Decemtxr  1992  was  not  billed  The  trip  tile  showed  di$- 
burseneflts  for  the  trip  totalinf  appminately  $113,000.  We  were  unable  to  determine  rf  the  trip  had  been  billed,  and,  if  not,  why  il  had  not 
b«*n  biHad.  Tha  amovnt  is  not  incktded  in  the  accounts  racewabie  balance  of  $366,793  above. 

Objective  12:  To  review  the  policies  and  procedures  used  to  calculate  amounts 
billed  to  the  press  for  press  travel,  and  to  compare  the  actual  cost  of  the  trips  to 
the  amounts  billed  to  the  press. 

Procedures: 

(a)  Interviewed  individuals  responsible  for  preparing  bills  to  the  press  review  the 
procedures  used  to  prepare  the  bills. 

(b)  Gained  a  general  understanding  of  the  automated  billing  system  used  to  gen- 
erate invoices. 

(c)  Compared  the  amount  billed  to  the  press  by  the  press  travel  office  per  reports 
generated  by  the  automated  billing  system  to  the  actual  cost  incurred  for  the  trip 
per  the  trip  worksheets  for  28  consecutive  trips  between  August  23,  1992  and  Octo- 
ber 12,  1992. 

In  performing  this  procedure,  we  selected  the  most  recent  trip  for  which  substan- 
tially all  costs  mcurred  (per  the  trip  worksheet)  had  been  invoiced  and  paid,  which 
was  the  trip  departing  October  11,  1992  and  returning  October  12,  1992.  We  then 
examined  each  preceding  trip  in  consecutive  order,  completing  through  August  23, 
1992  in  the  time  provided. 

(d)  Compared  the  amount  billed  to  the  press  per  the  trip  spreadsheet  generated 
by  the  automated  billing  system  in  the  tnp  files  for  5  trips  to  another  report  pro- 
duced from  the  same  automated  billing. 
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Findings: 

(a)  No  written  policies  or  procedures  documenting  the  billing  process  exist. 

(b)  We  were  informed  that  amounts  billed  to  the  press  were  based  on  estimates 
of  trip  costs,  not  on  actual  costs,  because  of  the  time  delay  in  receiving  invoices  for 
certain  trip  expenses  (such  as  long-distance  telephone  lines).  No  subsequent  form^ 
reconciliation  of  estimated  to  actual  costs  was  made. 

(c)  The  Director  stated  that  differences  between  the  amount  billed  and  actual  cost 
for  trips  were  recovered  or  refunded  throu^  adjustment  or  billings  on  subsequent 
trips.  No  formal  documentation  of  these  adjustments  was  maintained. 

(d)  We  were  unable  to  determine  actual  amounts  billed  to  the  press  because  the 
original  source  documentation  was  unavailable,  and  other  sources  of  the  billed 
amounts  were  inconsistent.  Per  the  Director,  copies  of  the  original  invoices  sent  to 
the  press  were  not  maintained  on  file  in  the  office.  For  three  of  five  trips  reviewed^ 
the  dollar  amounts  contained  on  a  summary  report  generated  from  the  automated 
billing  system  and  used  by  the  office  as  the  record  of  amounts  billed  differed  from 
corresponding  amounts  on  another  report  generated  from  the  same  system. 

This  report  relates  only  to  the  items  specified  above  and  reflects  events  and  cir- 
cumstances as  they  were  documented  or  conveyed  orally  to  us  from  May  14,  1993 
through  May  16,  1993. 
very  truly  yours, 

KPMG  Peat  Marwick. 

Mr,  Clinger.  I  thank  the  gentleman  for  yielding.  I  would  just 
note,  before  I  recognize  Mr.  Burton,  it  may  be  true,  Mr.  Podesta, 
that  none  of  the  facts  have  been  challenged.  However,  it  has  also 
become  clear  that  there  are  a  number  or  facts  that  are  related  to 
this  whole  matter  that  were  not  included  in  your  report.  And  I 
would  now  yield  to  the  gentleman  from 

Mr.  Fox.  Mr.  Chairman,  could  I  yield  back  the  balance  of  time 
I  had;  could  I  yield  that  to  Mr.  Burton,  or  whatever  time  I  had  left. 

Mr.  Clinger.  About  30  seconds,  is  what  you  had  left.  But  I  will 
yield  to  the  gentleman  from  Indiana,  Mr.  Burton,  for  5  minutes. 

Mr.  Burton.  You  know,  the  people  of  this  country  are  really  ex- 
orcised, upset  with  the  IRS  on  a  regular  basis.  And  when  you  see 
something  like  this,  it  drives  you  right  up  a  wall. 

Now  let  me  get  this  straight.  UltrAir  comes  to  the  IRS  and  said, 
I  am  having  an  excise  tax  problem,  and  we  would  like  to  have  vour 
input  to  help  us  solve  the  problem,  and  it  is  in  the  paper,  and  the 
next  day  within  24  hours  you  are  out  there  seizing  tneir  books  and 
they  have  to  go  through  2  years  of  audits  when  there  was  no  prob- 
able cause,  nothing,  other  than  they  asked  for  some  help  witn  an 
excise  tax  problem? 

I  know  you  can't  answer  because  of  6103.  Well,  I  will  tell  you, 
Mr.  Chairman,  we  ought  to  get  releases  from  these  people,  have  a 
closed  executive  session,  and  have  you  guys  answer  tnese  ques- 
tions. Because  this  is  baloney. 

The  American  people  are  tired  of  being  beaten  over  the  head  by 
the  IRS.  They  want  to  make  sure  there  is  fairness  and  equity.  And 
I  think  most  of  the  people  that  work  at  the  IRS  are  pretty  good 
people.  But  this  kind  of  stuff  gives  you  a  black  eye,  and  it  looks 
very  bad.  I  mean,  you  know,  if  you  call  the  IRS  and  you  try  to  get 
an  answer,  sometimes  it  takes  you  2,  3,  4  weeks.  And  yet  in  less 
than  24  hours  you  are  out  there  seizing  these  people's  books  be- 
cause of  an  article  that  was  in  the  paper.  And  it  raises  the  question 
in  some  people's  minds,  did  the  White  House  call  the  IRS  and  say, 
hey,  get  out  there  and  use  this  as  a  pretext  to  get  control  of  these 
books  so  they  couldn't  be  looked  at,  tnese  records,  so  they  couldn't 
be  looked  at?  You  know,  that  is  a  possibility.  You  know,  people 
start  thinking  about  that.  Was  there  interference?  Was  there  ob- 
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struction  of  justice?  These  questions  pop  into  your  mind,  you  know, 
when  you  see  this  sort  of  thing  happen  within  24  hours. 

Let  me  talk  about  something  else. 

Mr.  Bell.  Mr.  Burton,  could  I  respond  to  that? 

Mr.  Burton.  I  thought  you  couldn't  respond  because  of  6103. 

Mr.  Bell.  There's  certain  things  that  you  inauire — made  allega- 
tions there  that  I'd  like  to  respond  to.  First  of  all,  our  investigation 
was  an  internal  investigation,  and  it  revealed  no  evidence  at  all  of 
any  White  House  contact  with  the  IRS  whatsoever.  The  GAO  re- 
viewed our  investigation  and  they  came  to  the  same  conclusion 
within  their  examination. 

Mr.  Burton.  Let  me  ask  you  this. 

Mr.  Bell.  I  would  like  to  b?  able 

Mr.  Burton.  Let  me  ask  you  a  question.  If  somebody  at  the 
White  House  had  called  the  IRS,  who  would  admit  it?  If  they  called 
you  and  asked  you  to  go  out  and  pick  up  these  books  and  you  went 
out  and  did  it  and  you  know  it  was  a  violation  of  law,  would  you 
admit  that? 

Mr.  Bell.  Mr.  Burton,  we 

Mr.  Burton.  Would  you  admit  that? 

Mr.  Bell.  Mr.  Burton,  we  interviewed  36  employees  of  the  Inter- 
nal Revenue  Service.  There  were  no  inconsistent  responses  at  all 
to  any  of  the  questions  that  would  lead  you  to  a  conclusion  other- 
wise. The  GAO 

Mr.  Burton.  Let  me  ask  you  this.  Don't  you  think  it  is  curious 
that  you  were  out  there  within  24  hours  to  seize  these  books  after 
it  was  in  the  paper?  Don't  you  think  it  is  a  little  curious? 

Mr.  Bell.  I'd  like  to  be  able  to  speak  to  that  question,  but  be- 
cause of  6103  I  cannot.  However,  we  have  provided  the  report,  con- 
sistent with  the  taxpayer's  consent,  to  the  chairman  and  the  des- 
ignated staff  members  for  their  review.  That  was  the  extent  of  the 
authorization  that  the  taxpayer  provided  to  us. 

Mr.  Burton.  Let  me  say,  I  think  this  is  so  important,  Mr.  Chair- 
man, that  what  we  ought  to  do  is  get  these  consent  forms  and  have 
a  closed  door  hearing  and  have  everybody  sworn  so  that  we  can  get 
to  the  bottom  of  this.  Because  it  is  curious.  It  is  very  curious.  Be- 
cause I  know  that  you  don't  move  that  fast.  You  see  it  in  the  paper 
and  24  hours,  you  are  out  there  seizing  these  books.  That  just 
doesn't  make  sense  to  me. 

Mr.  Podesta,  a  while  ago  I  asked  you  a  couple  questions,  and  you 
were  very  emphatic  in  saying  that  Vince  Foster,  when  he  referred 
to  his  clients,  was  not  talking  about  Bill  and  Hillary  Clinton.  I 
think  you  said  that  a  while  ago,  he  was  talking  about  something 
else.  He  was  their  attorney;  was  he  not? 

Mr.  Podesta.  He  was  the  deputy  White  House  counsel. 

Mr.  Burton.  But  he  was  Bill  and  Hillary  Clinton's  attorney  on 
other  matters,  prior  to  becoming  a  White  House  counsel;  wasn't  he? 

Mr.  Podesta.  That's  beyond  the  scope  of  my  knowledge,  Mr.  Bur- 
ton. 

Mr.  Burton.  Well,  he  was.  And  for  you  to  make  that  categorical 
statement,  especially  when  you  are  a  campaign  worker  for  the  Clin- 
ton for  President  candidacy,  I  think  it  is  totally  out  of  line.  Because 
I  don't  think  you- 


Mr.  Podesta.  Mr.  Burton- 
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Mr.  Burton.  You  said  that  when  he- 


Mr,  PoDESTA.  I  said  he  could  have  been  referring  to  others.  You 
have  now  said  emphatically  that  I  said  that  he  wasn't  referring  to 
them.  I  didn't  testify  to  that. 

Mr.  Burton.  You  said,  when  I  asked  you  that  question,  you  said 
he  was  talking  not  about  Hillary  and  Bill  Clinton,  but  about  his 
overall  job  as  White  House  counsel. 

Mr.  PoDESTA.  The  transcript  will  speak  for  itself,  but  I  think 
what  I  said  was  that  Mr.  Foster  was  the  deputy  White  House  coun- 
sel and  I  think  that  he 

Mr.  Burton.  Let  me  ask  you  this  question,  then. 

Mr.  PoDESTA.  He  viewed  the  whole  White  House  staff  as  his  cli- 
ents. 

Mr.  Burton.  Let  me  ask  you  this  question;  let  me  ask  you  this 
question.  When  they  were  referring — when  they  were  referring  to 
his  clients  time  and  again,  quote,  unquote,  you  are  saying  that  was 
or  was  not  Bill  and  Hillary  Clinton? 

Mr.  PoDESTA.  I'm  saying — ^first  of  all,  I  don't  know  what  the  ref- 
erence is  to  time  and  time  again. 

Mr.  Burton.  I  will  read  it  to  you  again,  if  you  like. 

Mrs.  Collins  of  Illinois.  Parliamentary  inquiry,  Mr.  Chairman. 

Mr.  Clinger.  The  gentlelady  will  state  it. 

Mrs.  Collins  of  Illinois.  My  parliamentary  inquiry  is  that 
when  a  question  is  asked  of  the  witness,  shouldn't  that  witness  be 
given  the  opportunity  to  answer  the  question? 

Mr.  Clinger.  That  is  not  really  a  parliamentary  inquiry,  but  the 
gentleman  will  respond. 

Mr.  PoDESTA.  I  said  that  in  reference  to  his  clients  he  may  have 
been  referring  to  the  White  House  staff.  He  was  the  deputy  White 
House  counsel,  he  had  official  duties.  I  don't  take  that  reference  to 
mean  Bill  and  Hillary  Clinton. 

Mr.  Burton.  Well,  we  have  here 

Mr.  Podesta.  You're  suggesting  that  that's  the  only  possibility, 
and  I'm  suggesting  that  that  s  not  the  only  possibility. 

Mr.  Burton.  I  think  you  are  obfuscating  the  issue.  On  May  13th, 
1993,  Mr.  Watkins  discussed  the  situation  concerning  the  WHTTO 
with  Vince  Foster,  deputy  White  House  counsel.  Later  that  same 
day,  she  and  Messrs.  Watkins  and  Foster  briefed  Chief  of  Staff 
Thomas  McLarty.  While  waiting  to  see  Mr.  McLarty,  Mr.  Foster 
mentioned  that  his  clients,  meaning  President  and  Mrs.  Clinton, 
were  concerned  about  WHTTO  matter.  Mr.  McLarty  agreed  to  hire 
the  Peat  Marwick  firm.  Mr.  Watkins  hired  them  that  day  by  tele- 
phone and  made  Patsy  Thomasson  their  point  of  contact. 

Mr.  Podesta.  Could  you  show  me  the  document  you're  reading 
from? 

Mr.  Burton.  It  is  Patsy  Thomasson's  OPR  interview.  We  will  be 
glad  to  give  you  a  copy  of  it. 

Mr.  Clinger.  The  gentleman's  time  has  expired.  And  all  time 
has  expired  on  this  hearing. 

I  would,  however,  in  closing,  I  want  to  submit  for  the  record  all 
of  these  three  charts  indicating  whether — which  of  the  various  in- 
vestigations interviewed  which  of  the  witnesses  and  which  also  ad- 
dressed the  issues  and  who  had  various  documents.  I  think  these 
three  charts  clearly  indicate  that  there  were  major  gaps  between 
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the  investigations,  that  there  was  in  fact  not  one  single  investiga- 
tion, until  this  committee  began  to  look  into  this  matter,  that  cov- 
ered all  of  the  bases  and  really  dealt  with  all  of  the  issues,  talked 
to  all  of  the  people,  and  have  yet  to  see  all  of  the  documents  but 
have  seen  more  of  the  documents  than  anybody  else  has  seen  up 
to  this  point.  So  to  suggest  that  this  was  a  redundant  or  an  unnec- 
essary or  excessive  review  of  a  matter  where  there  really  has  been 
no  closure,  I  think  was  disingenuous. 
[The  information  referred  to  follows:] 
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Mr.  Clinger.  So  clearly  I  think  we  have  seen  today  that  nearly 
2V2  years  after  the  Travel  Office  firings,  our  fi-iends  in  the  White 
House  and  here  on  the  other  side  of  the  aisle  in  the  House  really 
don't  get  it.  In  the  face  of  a  simple  fact-finding  hearing,  which  this 
was  intended  to  be,  to  evaluate  the  completeness  and  accuracy  of 
five  reports  on  the  White  House  office,  Travel  Office  firings,  the  mi- 
nority nas  chosen  today  to  conduct  an  all-out,  really  a  baseless  as- 
sault on  committee  investigative  staffers,  both  current  and  retired, 
and  also  on  Federal  employees. 

When  the  White  House  wanted  to  find  a  base  for  political  finends 
seeking  further  business  with  the  Federal  Government  they  chose 
the  White  House  Travel  Office.  But  it  would  not  suffice  for  the 
White  House  simply  to  fire  Travel  Office  employees,  whom  all  of  us 
agree  served  at  the  pleasure  of  the  President.  Instead,  they  chose 
to  fire  them  because  a  Hollywood  producer  and  erstwhile  Presi- 
dential image-maker,  Harry  Thomason,  believed  a  story  about  the 
President  cleaning  house  would  benefit  the  Clintons.  So  the  White 
House  Travel  Office  employees  were  not  merely  fired,  but  really 
also  had  their  reputations  impugned. 

And  it  is  true  that  none  of  the  reports  discussed  any  unethical 
activity,  and  that  was  pointed  out  by  some  of  the  questioning  from 
the  otner  side  of  the  aisle.  In  fact,  Mr.  Podesta  said  that  ne  did 
nothing  to  check  this  out  even  though  his  notes  contained  numer- 
ous instances  that,  at  the  very  least,  ought  to  be  reviewed.  And 
they  were  not  reviewed.  But  no  one  saw  these  interview  notes  ex- 
cept this  committee.  And  but  for  this  committee's  investigation,  no 
one  would  have. 

And  as  I  again  stress,  we  would  have  loved  to  have  held  this 
hearing  much  earlier.  This  is  the  only  first  opportunity  we  have 
been  able  to  have  this.  I  think  it  is  disgraceful  that  the  White 
House  Travel  Office  employees  should  join  us  today,  only  to  have 
their  reputations  sullied  once  again. 

The  baseless  attack  on  the  integ^ty  of  this  committee's  investiga- 
tive staff,  current  and  retired,  is  no  less  disturbing  or  disgraceful. 
Would  that  it  were  surprising.  Sadly,  it  is  not. 

So  I  can  only  conclude  that  the  vigor  with  which  the  minority  at- 
tacked the  messenger  in  this  committee's  search  for  answers  con- 
cerning the  White  House  Travel  Office  matter  reflects  its  own 
grave  concern  about  the  message  that  will  become  obvious  over  the 
course  of  this  committee's  White  House  Travel  Office  investigation. 

In  this  administration,  access  apparently  has  its  privileges.  Be- 
hind the  scenes.  Presidential  friends  have  sought  to  obtain  lucra- 
tive Federal  contracts  without  the  benefit  of  competitive  bidding, 
which  is  what  this  is  all  about.  Harry  Thomason  conducted  his  op- 
erations out  of  the  White  House  East  Wing  office.  He  had  a  phone, 
he  had  a  pass  giving  him  fi*ee  access  throughout  the  White  House 
complex,  including  tne  First  Famil/s  quarters.  None  of  this  mate- 
rial has  been — was  covered  in  any  of  the  investigations  we  talked 
about  here  today.  He  held  meetings,  evaluated  White  House  activi- 
ties, and  took  on  additional  projects  of  his  own.  So  in  every  respect, 
Mr.  Thomason's  White  House  presence  argues  that  he  was  a  spe- 
cial Grovemment  employee,  and  that  has  been  one  of  the  items  that 
we  have  tried  to  explore  in  this  hearing.  And  he  should  have  been, 
therefore,  held  accountable  to  applicable  conflict  of  interest  laws. 
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He  was  not  held  accountable,  because  for  Harry  Thomason,  access 
indeed  had  its  privileges. 

The  roles  in  the  Travel  Office  matter  of  Harry  Thomason, 
Darnell  Martens  and  too  many  others,  have  been  obscured  for  more 
than  2  years,  but  they  have  not  yet  been  erased.  And  our  search 
for  answers  will  continue  and  the  committee  is  a^ourned. 

Mr.  Burton.  Mr.  Chairman, 

Mr.  Clinger.  The  committee  is  adjourned. 

[Whereupon,  at  5:04  p.m.,  the  committee  was  adjourned.] 
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